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citations pioneered in the mines to produce light underground, 
the Oldham family of batteries now cover almost every industrial 
and commercial use. Most spectacular, perhaps, is their installation 
in modern jet-age fighters and bombers, but in all kinds of 
unobtrusive ways, in cars, buses, trucks; in ships, power stations and 
industrial installations, the Oldham Battery is the hidden source of electrical 

power on which complete reliance is placed. Evolved in the Denton 

laboratories and tried and tested throughout the world, the Oldham 


is the quality battery for extra performance, extra-long life. 
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10 ol fanding Cold... 


THAT ARE BRINGING OWNERS A NEW 


AND THRILLING ASPECT OF MOTORING 


For detailed brochures on either of these exciting models and the address of 


Jour nearest dealer, write today to Bureau 58, The Daimler Company Ltd, 
Coventry. 


BY APPOINTMENT 
The Daimler Co, Limited, Motor Car 
Manufacturers te the late King George V1 


Have you driven the Conquest or the “Conquest 
Century’ yet? If not, you are missing a really 
memorable experience. Accéleration is breath- 
taking. Handling, thanks to preselector fluid 
transmission, is the easiest you’ve ever known... 
Note how these. cars corner—no roll, no sway— 
that’s /aminated torsion -bar suspension. What 
you'll notice later on is the economy achieved 
by automatic chassis lubrication and that great 


petrol-saving feature — water-heated induction. 


CONQUEST Saloon 


The 6-cylinder O.H.V. engine develops 75 b-h.p. 
Over 80 m.p.h. Acceleration 0-60 in 20.4 secs. 
through the gears, and 10-30 in 9.7 secs. in top. 
Petrol from 26.5 m.p.g. at 30 to 21 m.p.g. at 60 
(Autocar & Motor road test reports). Price £1066 
plus £445 .5.10 purchase tax. 


CONQUEST CENTURY” 


The ‘Century’ has a special series 100 b.h.p. engine 
with twin carburettors. Acceleration is remarkable 
—6o from a standing start in 16.3 secs.! Other 
modifications include bigger brakes; new instrument 
panel with rev. counter; telescopic adjustable 
steering ; improved seating and more leg room in 
rear; foam rubber upholstery; two suitcases speci- 
ally designed to fit large luggage boot and included 
in the basic price of £1172 plus £489.9.2 pur- 


chase tax. 


‘OUT OF PEDIGREE 
COMES PACE” 
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THE TEN 
GREATEST 
NOVELISTS 

IN THE WORLD... 


who are they’? 





A notable new series 
for THE SUNDAY TIMES by 


SOMERSET 
MAUGHAM 


What does Somerset Maug- 
ham, the great novelist, think 
of other great novelists 


| Tolstoy, Balzac and the others? 

Now we know. Maugham 
has put it all down. 

Maugham on the art of fic- 
tion is a literary event—wise 
and witty and full of that in- 
spired commonsense which 
endears him to old and young 
alike. 

Younger readers—and their 
x4 elders—will find this great 
vq work, product of Maugham’s 
long experience as novelist 
and critic, a balanced, brilliant, 
and far-ranging commentary 
gon literature and life. 





The series begins on Sunday, June 13, in the 


SUNDAY 
TIMES 


— of 
Dickens and Jane Austen, of 
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Glenfield Pe 

Control ie 


IN THE 


‘OILINDUSTRY 


| Oil valves, which control in. all 
| stages of its preparation and distri- 
| bution a product that has become 
indispensable to man, are designed 
| to meet conditions which are probably 
the most severe of any industry and 
accordingly a very high standard 
| is set. 





** Glenfield "’ 
Valves for oil are controlling the 


Sluice 


flow of oil in pipe-lines, in boosting 
pumping stations, in refineries and 


Innumerable 
| to storage tanks. 








HEAD OFFICE & WORKS: 
KILMARNOCK SCOTLAND 





A.S.A. Class 150. A.S.A. Class 300 
TO B.S.S. 1414/1949 


Welfare work 


with SYMPATHY 


» e e not sentiment 


wih EFFICIENCY 


+ « » not red tape 


wih CHRISTIAN PRACTICE 


»». not secular ideals 


i 
| 
| 





You can help our work for disabled 


women and deprived children by sending 4 


© 


gift to the Hon. Treasurer 


Grooms Crippleage 
(ESTABLISHED 1866) 
Dept. 2, Edgware Way, Edgware, Middlesex. 


John Groom’s Crippleage is not State aided. 11 is aghaset in accordance with the Natwn4 
Assisiance Act, 1948. 
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See the 
NEW 


TAPE-RITER 


with finger-tip microphone control! 




















DICTATION 
QUICK AS THOUGHT! 


I PRESS TO RECORD 


2 PRESS TO START 
OR STOP 


3 PRESS TO RECAP 


This remarkable new microphone 
puts all controls at your fingertips. 
Three simple movements control 
all dictation, correction and 
listening back. 


Here is a revolutionary develop- 
ment in dictating machine design. 
You can sit, stand, walk about— 
and still dictate. Or have the 
microphone right at your elbow 
and dictate whenever you feel like 
it. There is no need ever to touch 
the Tape-Riter during dictation; 
the microphone switches give you 
complete control, complete free- 
dom to concentrate. 
With the new Tape-Riter you can 
MORE save up to 40°/, of the time you spend 
EFFICIENCY -PLUS 2” Paper-work ; increase your secre- 
FEATURES tary’s output by up to 60%. These 
+ Quick-ch: : are facts you can hardly afford to 
uick-change, time- : 
saving tape cartridge LE soe 
* 30 minutes recording | 
on each tape BS 
* Crystal-clear voice ; 
reproduction fc 4 


*Forward/back- 
spacing footswitchfor | 
typists : 


* Long-life tape can be 
used repeatedly 





Write now for fully illustrated leaflet to:— 


HARTLEY ELECTROMOTIVES LTD 


Room | 
4, 37/39 TH URLOE ST., LONDON, S.W.7. Telephone: KNIGHTSBRIDGE 2511! 








Be sure of Autumn 
sunshine ! 


Go to Madeira! Everything is there for 
a late holiday; sun bathing and sea 
bathing, impressive scenery, magnificent 
floral beauty, really good hotels, superb 
food and wines; and it can be reached 
so easily! Three days’ carefree sailing 
aboard the m.s. “ Venus” and you're 
there. Steamer fares are from £45, and 
Cooks can arrange 7 days’ hotel accom- 
modation from £8 2. 6d. Departures 
every Saturday from September 11 to 
October 30. 


Send for free folder to:— 


COOKS 


Thos. Cook & Son, Ltd., Dept. D/4/RO 
Berkeley Street, London, W.1 or branches; or 
any office of Dean & Dawson Ltd. 





IR JAMES BARRIE considered 
that a tin of Craven Tobacce 

was a far greater award than the 
freedom of the city. In ‘My Lady 
Nicotine’ he said : 

** It is a Tobacco that should only 
be smoked. by our greatest men, 
Were we to presest a tin of it to 
our national heroes, instead of the 
freedom of the city, they would 
probably thank us more.” 


for 





Civie 
Craven Tobacco is unstinting in 
its service—mellow, slow-burning, 


deeply satisfying. Try it—every 
pipeful will honour you with 


smoking riches. 
Obtainable in three fine blends 


honours 


Craven Empire de luxe Mixture 4/3 oz. 
Craven Empire Curly Cut 4/4 oz. 
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- JusT AS 
GOOD IN 1994 


You can say the same about the wood in your 

- * y . > 39 
project if you specify Monsanto “ Penia 
preservatives now / 









Wood is good ; it pays to protect it for the future and the Monsanto “ Penta ” group of 
Termites hate “ penta ” ! presetvatives can play a leading role in its preservation, They are particularly suitable 
eed eds eile os for all new timber chosen for precision fabrications and long service ;. building jo cry, 
7 : ee: vehicle bodies, wooden jigs and patterns, permanent fencing, etc. For timber airady 
using wood in any way in tropical im service they counter insect attack and protect against dry rot which, alone, « he 
territories—or exporting goods in country over £20,000,000 a year. Lm 
wood/fibreboard containers — re- Penta”, the short name for pentachlorophenol, is supplied to formulators and trade 
; users, and is produced by Monsanto in several forms, namely . . . 
member to specify Monsanto co : . : ; 
Cais 1. % : PERMASAN* No.1 Monsanto’s own oil solution, ready for applicat: 
penta : ft ensures mmmunity PERMASAN No. 2? Quick-drying versioé. 
from termites, saves you from PERMASAN No. 116 New, water-repellent version. 
costly damage and replacements. SANTOPHEN* 20 Basic ingredient (pentachlorophenol), for solut: n 


oil by bulk users and formulators ; chemically stable, involatile, 
SE ES insoluble in water. 


“Penta” is one of Monsanto’s wide range of “ Penta ”’, in all its forms, gives protection against dry rot, powder-post beetle, fu r 
chemicals and plastics for industry. If you have an beetles, long-horned beetles, etc. It is easy to apply to whole timbers by immers . 
industrial problem which chemicals might help you by brush or spray to wood already in service. Wood treated with “ penta” is «an, 
solve—get in touch with Monsanto today! unstained, does not require re-seasoning and can be painted or puttied. Used ilk, 


“ penta” is cheaper and better than other comparable material! 


Write now for full information. 


Ad 


(* Registered Trade Ma 


MONSANTO CHEMICALS FOR EVERY INDUSTRY 


MONSANTO CHEMICALS LIMITED, 58, Victoria Station House, Victoria Street London, S.W.1 
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Next Step for Sterling 


HE signs are multiplying that the Government’s generalised 
aspirations to make sterling convertible when it proves possible 
are maturing into a definite intention to do so by or before 

next spring. There will be a meeting of European finance ministers 
in London next month, at which Mr Butler will be able to co-ordinate 
his plans with Germany and other European countries that are also 
eager to take the plunge. Then, in September, Mr Butler is likely 
to go to Washington for the annual meetings of the International 
Monetary Fund and the World Bank, and he will be able to discuss 
matters there with the Americans and with most of the finance ministers 
of the sterling Commonwealth. Thereafter, action may follow quickly. 
Or it may be delayed until or about the time that the next British 
budget is presented in April, 1955. 

This, at any rate, is the present current of expectation in the City. 
The prospect is being greeted there with enthusiasm and excitement ; 
the City assumes that, once convertibility is achieved, the road will 
lie open towards the cherished aim of virtually total abolition~ of 
Britain’s crippling system of exchange control. The enthusiasm may 
be sensible, but the atmosphere in which it is being generated is not. 
Sterling convertibility would be only one step, and a rather narrowly 
technical step, towards the abolition of exchange control. Other and 
alternative steps—such as the removal of further import quotas and 
the freeing of the travel allowance—might be partially delayed thereby. 
It is against this technical background that convertibility needs to be 
examined. What exactly would it mean, and what advantages or 
dangers would it bring with it ? 

Initially, it may seem that sterling convertibility would not mean 
very much to very many people. The initial aim is apparently only 
what is called “non-resident convertibility,” that is to say, a state 
of affairs in which non-residents (and that means foreigners resident 
outside the sterling area) will, in general, be allowed to convert into 
dollars any sterling that they earn in the future by current trade. 
Even for foreigners, almost every word in this definition has a restrictive 
significance, and for the ordinary citizens of this country, the move 
will have no direct effect at all; they will continue to be hemmed 
in by the same exchange and import restrictions as they suffer today. 
This sort of convertibility will also have no direct effect on British 
trade with America and other dollar countries ; Americans who earn 
sterling are, of course, allowed to turn it into dollars already. It will 
have no direct effect on British trade with the countries of the sterling 
Commonwealth ; they will continue to be allowed to buy dollars from 
the common pool in London when they want to, but will also continue 
to maintain a voluntary check on dollar spending in roughly the same 
way that Britain does. The only direct advantage from “ non-resident 
convertibility ” will accrue to the forty-odd countries of the so-called 
transferable account area—countries in Western Europe, southern 
South America, behind the Iron Curtain, and a few other countries 
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such as Japan. At present these countries can turn the 
sterling that they earn into dollars only through a series 
of illegal or semi-legal manceuvres and markets. After 
convertibility they will be able to use their sterling to 
buy dollars from the central pool in London, openly 
and above board. 

The indirect consequences of the advance, however, 
should be much greater than this bare recital of 
technique would suggest. They deserve careful con- 
sideration before Britain takes the plunge. In the first 
place, convertibility will mean that foreign purchases 
from Britain and the rest of the sterling area will include 
just as great a “hard currency element” as imports 
from the dollar area ; each pound that foreigners spend 
will then appear as a straight alternative to spending 
2.80 dollars in the United States. There must be many 
goods that are bought from Britain instead of from the 
United States today precisely because they do not yet 
contain this “hard currency element”; and Britain 
must therefore expect that convertibility will waft a 
fresh wind of competition across its export trade. 


* 


Secondly, convertibility is likely to have some effect 
on foreigners’ willingness to hold sterling. At first 
sight, since convertibility will be a sign of confidence, 
it may seem that this effect should be favourable. But, 
at the moment, foreigners hold sterling rather than 
dollars for one of three main reasons: because they are 
forced to do so by British exchange controls ; or because 
interest rates are higher here than in New York and 
there is confidence that the sterling exchange rate will 
be maintained ; or because foreigners need to hold a 
working balance in the currency in which nearly half 
the world’s trade is transacted. The first of these three 
reasons will be largely washed away by convertibility. 
If there was widespread fear about the strains to which 
convertibility might subject Britain, and if British 
exports suffered as a result of their new hard currency 
element, the second and third reasons would also 
become less strong. 

Another effect of convertibility would be the 
jettisoning of the various payments mechanisms that 
have been built up during the era of widespread incon- 
vertibility, of which the most important is the European 
Payments Union. There is a temptation for some 
economists to exaggerate this point ; when a man who 
has been a cripple for fifteen long years tries to walk 
upright, one’s first thought should not be that this is a 
waste of his present serviceable pair of crutches. But 
the EPU has had useful by-products: it has provided a 
framework within which European countries have felt 
able to reduce their restrictions on imports from one 
another, and some of the weaker members would be 
harshly hit by the sudden withdrawal of the credit 
facilities associated with it. Arrangements should be 
made to continue these advantages, in some form, if 
convertibility is to sweep EPU away. 

The final point that the British authorities should 
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bear in mind before they attempt “ convertibility fo, 
non-residents ” is the most important of all. Sterling’s 
marriage with freedom would have to be for better for 
worse, in sickness and in health, and not merc! 
the next crisis or the next Socialist government do 
them part. It is generally agreed that non-resident 
convertibility would not lead to sudden ca: 


V until 


istrophe 
so long as sterling stays as robust as it is now. But it 
is highly probable that in some future years sterling 


will look less robust: the terms of trade may turn 
adverse, or an American ‘recession may shrivel up 
markets abroad, or inflation in Britain may get out of 
hand again. At an earlier stage, a substantial liberalisa- 
tion of American import policies was laid down as one 
of the essential conditions for a move towards sterling 
convertibility. It is now quite clear that there is not 
going to be any liberalisation in America ; but the 
condition appears to have been dropped. Has the 
Treasury perhaps been so over-impressed by the 
present strength of sterling that it is tending to dismiss 
the possibility of exchange difficulties ever again 
arising ? That would be very foolish. Yet whenever 
misfortune or mismanagement of this sort has arisen 
in the past, foreigners have fled from sterling into 
dollars ; and convertibility would mean that this flight 
would become much easier, and much more costly to 
the British reserves, than it has been before. 


* 


The British Government’s plans presumably provide 
for bulwarks against such misfortunes. There are 
hopes of “stand-by” lines of dollar credit from the 
International Monetary Fund and (possibly) from the 
American Federal Reserve System, rumours of resort 
to a fluctuating exchange rate, and perhaps even an 
acceptance of the need for tougher internal economic 
policies in Britain and the sterling dominions in times of 
emergency. But before the Government attempts con- 
vertibility it should make very sure that these defences 
are strong enough ; in fact, it would even be wise to try 
to inject some bipartisanship into the policy, to ty 
to persuade its potential Socialist successors in Britain 
(as well, of course, as the dominion governments of 
many different political hues) to agree that the line can 
and should be held. If such approaches show that 
convertibility is likely to be an object of political 
controversy, and still more if it remains an object of 
economic controversy among the Government’s expert 
advisers themselves, then delay may serve the country 
better than determination. For if ever any suspicion 
arose that any British government was likely to run 
away from convertibility, there would be a wild stam- 
pede of foreigners trying to turn their sterling into 
dollars while they still had time. Any such stampede 
would leave the currency and the economy in a much 
sorrier state than before the experiment was tried. 

Nor is this a simple matter of giving a promise (the 
Labour Government gave it just after the war), and 
sticking to it. To maintain convertibility year in and 
year out means pursuing policies of financial self- 








—- re 


in 
of 


lat 
cal 


ert 
try 


ion 


m- 
nto 
ede 
uch 


the 
and 


and 


elf- 





JHE ECONOMIST, JUNE 12, 1954 


restraint and economic vigour all the time. Hiurried 
expedients at the last minute, when convertibility was 
seen to be endangered, even if they were pursued with 
the utmost good faith, might well be useless. Are 
promises by political parties not to be extravagant or 
unwise very reliable ? 


There is a danger that this may have seemed a 
crabbing and discouraging article. It has not been 
meant to be. Of course, since sterling is strong, the 


British Government should be encouraged to go 
forward as fast as prudence will allow. Of course, non- 
resident convertibility—and, still more,-an advance 
towards the complete abolition of exchange control— 
would be a magnificently worthwhile achievement ; it 
would bring with it those advantages of international 
division of labour and freer worldwide competition 
which economists should always recall and politicians 
should never forget. But this article has also sought to 
recall that there are many technical problems still to be 
solved ; and politicians should not forget these either. 
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Above all, convertibility ought not to become a 
political catchword. At the moment, some politicians 
and officials seem not to mind how small the 
relaxation of exchange control is, so long as this word, 
with all its emotional associations of freedom and 
strength and achievement, can be applied. Might it 
not be prudent to adopt the contrary policy, to advance 
as far and as fast towards decontrol as circumstances 
allow, but to delay tying on the label “ convertibility,” 
or making any binding promises, until it is certain that 
they can be performed ? For the label is significant 
in itself for only one reason: the reason that it is a 
label, that it marks a stage on what should be a steady 
and testing advance towards freedom and declares that 
from it there can be no retreat. There is all the differ- 
ence in the world between the confidence that one is 
now fit enough to assault the last ridge to the peak of 
Everest, and an undertaking to pitch a permanent camp 
and live there. And it is this undertaking that will need 
to be given if convertibility is to be achieved. 


American Aid to India 


OO little attention has been paid to Mr Dulles’s 
brave stand last Saturday on the question of 
American relations with India. Testifying before the 
Senate Foreign Relations Committee on the mutual 
security programme, the Secretary of State came out 
in full support of a large slice of economic aid for 
India. He insisted that this help ought to be given 
whatever the disagreements on foreign policy between 
Washington and Delhi. It should be remembered, he 
said, “ that among free nations there is room for diver- 
sity of views . . . [to] continue help . . . [is to] serve 
our enlightened self-interest.” Some of Mr Dulles’s 
recent statements about events in Asia have not in- 
creased his prestige, either at home or abroad; and 
many of his countrymen are scarcely likely to welcome 
his throwing an arm round the shoulder of a country 
they feel is letting them down. But the Secretary of 
State is right and they are wrong. For, however 
exasperating the Indian attitude in international matters 
May sometimes be, no settlement in South East Asia 
that ignored it would have much chance of success. 
Those who have had experience of direct dealings 
with the Russians over the past decade, from the period 
before Yalta to the present day, have learned the hard 
way about Soviet aims and Soviet tactics. They have 
learned that appeasement pays no more than it did with 
Nazi Germany. In Asia, too, there was evidence only 
this week of the Communists’ view that “he who is 
not for us is against us,” when they refused at Geneva 
to admit that India or any other non-Communist power 
Could be regarded as a neutral for the purpose of super- 
“ising an Indo-Chinese agreement. In the West, how- 
‘ver, there have been two results of the experience with 





the Russians, one good and one bad. The good has 
been to bring a far greater unity and resolution to 
western diplomacy than it would otherwise have had. 
The bad has been to encourage in some quarters, par- 
ticularly in the United States, an equally dogmatic 
assumption that to refuse to take sides in the global 
quarrel is in fact to play the Communist game. 

If Communist ambition is to be held in check with- 
out war, a course must be steered somewhere between 
these two attitudes. An attempt must be made, that 
is, to avoid demanding from the free world a spurious 
diplomatic unity without any genuine basis of public 
support, but also to discourage neutrals who are 
obvious Communist targets from adopting head-in-the- 
sand policies which lead in the end to disaster. This 
problem is at its most acute in Asia. There Com- 
munism is not regarded as the menace that it is held to 
be in Europe ; it sometimes appears to offer solutions to 
economic anxieties that are far more pressing than any 
concern about the loss of individual freedom. Indeed, 
many Asians feel that they have almost no freedom to 
lose. To them the issue of the age is the end of 
imperialism, not the advance of Communism. 


* 


In this complex of emotions and fears, the Indian 
and American attitudes constitute the outstanding 
examples of their own school of thinking. To many an 
Indian the Americans really are imperialists of a new 
kind, who seek to perpetuate in Asia the superior atti- 
tude of the white man ; and nothing will convince him 
that the United States has itself gone through an 
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agonizing revolution of thought in moving from an all- 
embracing anti-colonialism to an all-embracing anti- 
Communism. The fact that the shift has been caused 
by facing reality is lost on the Indian, just as the 
American for his part fails to see that his own realism 
has not carried him quite far enough towards appre- 
ciating Asia’s real feelings. The result is that he tends 
to favour policies of forceful intervention which them- 
selves run a serious risk of promoting Communism, the 
very thing that he seeks to avoid. To many a citizen 
of the United States, on the other hand, the Indians 
are hopelessly lost in a sea of wishful thinking which 
is a danger to others as well as themselves. 


At Geneva, Mr Eden has committed Britain to a 
policy which may be defined in this context as trying 
to wait for the Indians without losing touch with the 
Americans. If it is possible, this is obviously right. 
But it would be foolish not to ask what hope the 
Foreign Secretary really has of carrying with him some 
at least of the Colombo powers—lIndia, Pakistan, 
Burma, Indonesia and Ceylon—into the period after 
the conference is over, whether it succeeds or fails. 
Admittedly, public opinion in Britain demands a sincere 
and determined effort to make a success of the Geneva 
conference, with or without their support. But the 
desire not to drive the Asian members of the Common- 
wealth off in dudgeon also runs very deep in London, 
even if there is not always agreement with their views. 
Seen from Britain, Mr Nehru often looks wrong in his 
interpretation of Communist ambitions and his assess- 
ment of Communist power. It is, however, a case of “I 
disagree with what you say, but I shall defend to the 
death your right to say it.” 


* 


The fact is that the Indian attitude to the problem 
of containing Communism is changing in the right 
direction, but remains in practice naive. Delhi is still 
dominated by the belief that, if once a cease-fire could 
be obtained in Indo-China, the main danger would 
come not from Russian or Chinese-sponsored aggression 
but from the Asian countries’ own poverty and lack of 
true independence. Consequently, Indian policy is 
based on the intense desire for peace. Peace is essential 
for the development of the country’s own five-year 
plan ; and it is assumed that, unless something can be 
done to raise living standards both in India itself and 
among its neighbours, Communism will grow spon- 
taneously. In reality, this is only half the picture. The 
Indian belief. was shared by many in the West until 
experience had dispelled it. The truth, as Communist 
tactics have shown, is that hand-in-hand with internal 
unrest goes pressure from outside, and that neither half 
of the problem can be treated alone. 


In no quarter have Indian views changed more 
decisively than over China. Delhi is still as anxious 
as ever to remain on the closest possible terms with 
Peking, and rightly so. But the Indian mission in the 
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Chinese capital no longer has the ear of Mao Ts: tung 


or Chou En-lai, and in Delhi itself the experic sce of 


\ 


dealing with the Chinese over Tibet, in Kore: and 
along the north eastern frontiers has led to a n 


note 


of wary watchfulness. China has begun to give India 
the experience the West has long had with Rus... 
To say that bluntly, however, is neither to cro nor 
to criticise. For Britain it is a vital factor jn 
assessing the wisdom of risking a misunderstan: «¢ in 


the United States in order to achieve Asian sup; 
stabilising the situation in Indo-China. Altho 
Communists will always try to exploit weakness 
countries of southern Asia are militarily veal 
there can be no hope of success from any 
attempt to impose a solution from outside. 
Asia’s problem cannot be solved without Asia ‘self ; 
President Eisenhower has recently said as much. 
This being so, it is fortunate that the chances of moving 
forward in step with India are in fact imp: 
however slowly. It was for his growing recognition of 
this essential fact that Mr Dulles, in the overheated 
atmosphere of Washington, deserved most credit when 
he so strongly recommended American aid to In 


Her Majesty at Sydenham 
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Hi 
This day Her Majesty will grace by her presence | 

opening of the Crystal Palace at Sydenham. With | 

most attentive regard to the welfare of her people, sh 

to sanction the inauguration of a splendid struct 

devoted to their permanent instruction and amusem: 

There is, however, nothing that can be called natio 

nothing governmental, nothing appertaining to the f 

tions of the state, which she can be called on to pre 

over, but a commercial speculation of a private compa 

which calculates, and we hope not without good reas: 

on making money, by providing for the rational amu | 

ment of the multitude. Her attendance is not requi! 

by the strict line of her duties; nay, she might w | 

propriety decline to attend, lest she might be called + 

to honour with her presence the inauguration of 01 | 

buildings destined to a similar good purpose ; but, bc 

desirous of promoting the intellectual improvement of ! 

people, and encouraging those rational pursuits w! 

carry man away from what is low and unworthy, [) 

Majesty waives all personal considerations, and takes 

herself much unnecessary trouble. . . . This [structure 

the work of private interest, which never dies, which is : 

wakeful and watchful to perform services whieh it exp« 

will be. rewarded . . . to be successful, [it] must 

engrafted on the great stem of popular life. . . . It n 

draw its nourishment from all the roots. It can 

flourish by being confined to any partial sectarian or c! 

source. It must embrace all. It must neither be s! 

up on the Sunday nor exclude needful refreshments. 

must be neither an instrument of teetotalism no: 

“ bitter” Sabbath observance. It must, like our comp! 

community, be of all shades and colours, of all opinio: 

and be everything to all men. Her Majesty reigns 0' | 

the wise and the unwise, the religious and the irreligiou 

the sanctified and the unsanctified, and she desires al 

the improvement, the benefit, and the happiness of 


The Economist 


June 10, 1854 
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Friends Among the Germans 


Tas has been heard recently in Western Ger- 
nany friendly, hopeful but sometimes rather loose 
talk about a new efa in relations with Britain. It was 
given 2 fillip by Mr Butler’s visit to Bonn and by the 
ideas of collaboration in economic policy that were then 


opened up. And now a small and still frail snowball 
of realistic calculation and wishful thinking is rolling 


rowards London. Little notice of it has been taken 
in this country, for the simple reason that few people 
have realised how actual the question of future Anglo- 
German relations has already become. 

That it should be urgent and inescapable is a symp- 
tom the grave situation in which the Federal 
Republic finds itself. This year was to have brought 
a decision about its future, but nearly six months have 
passed without any real progress. There was to have 
been either German reunion in agreement with the 
Russians, or else the establishment of the EDC, the 
European political community, and German sovereignty 
as accorded and defined in the Bonn conventions. 
Instead there is deadlock. The French continue to 
postpone decision on the EDC treaty and German 
sovereignty is still not granted because the Bonn treaty 
is tied to it. The occupation regime is, it is true, largely 
defunct, but the government’s lack of freedom in 
foreign policy causes bitter feelings among Germans 
who see Britain fostering relations with the Soviet 
Union and China, while they can make no more than 
unofficial approaches to those countries. 

Not only in the Socialist opposition, but even in 
Dr Adenauer’s coalition, more and more voices are 


declaring that this passive role must cease. “German 
fate must again be taken into German hafds,” the 
politicians declaim. Men from the past like Dr 
Bruening and Herr Rauschning criticise the Chancellor 
for not being more active in the cause of unity or for 
not seeking a middle course between East and West. 
Others say that nothing will be achieved unless diplo- 
matic relations with the Russians are established. Herr 
Pfleideres on behalf of the Free Democrats, has talked 
with a Soviet official in East Berlin and has proposed 
in the Bundestag that a deputation should visit Moscow. 
The Social Democrats urge that technical talks should 
be started with the East Germans, and that the western 
powers should make a mew approach to the Soviet 
Union. Britain, some ‘think, would be less opposed than 
America or France to such moves. 

Nor is that all. Germans, even in Herr Blank’s 
tmbryonic Defence Ministry, are talking about alter- 
native ways of creating German forces for a “ coalition 
army" or in other forms. Indeed, in spite of Dr 
Adenauer’s reluctance to discuss alternatives, the whole 
Policy of western integration is being called in question. 
Many industrialists, who accepted the coal-steel com- 
Munity because the Chancellor’ forced them to and 





because they had an interest in ending Franco~German 
hostility, have held all along the view that it is a super- 
bureaucracy, which must not be taken as the model for 
further partial integration of Europe. They demand 
instead complete freedom of trade and full convertibility 
of currencies, not a “ green pool ” or any other limited 
experiment. 

In other words, German thinking about foreign 
policy in the broadest sense is showing all its old vigour 
and restlessness. If it is compelled to abandon the EDC 
conception, there are, broadly speaking, three other 
courses that it could pursue. It could go over to the 
Communists ; or it could try to play the East off against 
the West (which would probably come to the same thing 
as the first course); or it could find another form of 
friendship and alliance with the West. It ought to go 
without saying that the last is, from the British point of 
view, infinitely the best. What is perhaps not quite so 
obvious is that, if there is to be another sort of western 
association for the Germans, alternative or supplemen- 
tary to the legalistic ties of a “ community ” with France 
and the Low Countries, then it is almost inevitably one 
that requires a response, and a warm response, from 
Britain. 


* 


Any movement to seek out the bases of a lasting 
friendship between Britain and a free democratic Gez- 
many is, in principle, to be welcomed. But it is not 
to be welcomed entirely without qualifications, and 
there are certain preliminary reservations that ought 
to be made with all candour. To take first the idea 
of economic collaboration. German opinion tends to 
make three doubtful assumptions. One is that trade 
rivalry was one of the basic reasons why Britain was 
Germany’s opponent in two world wars, and that there- 
fore an economic understanding would remove all possi- 
bility of political differences. For the British the fallacy 
is too obvious to need refuting ; but Germans have still 
to be persuaded that there is a fallacy. Moreover, 
secondly, they tend to assume that the best way of 
seeking economic agreements is to make cartel 
arrangements with this country. German industrialists 
cling to the idea of their prewar cartels and are propos- 
ing that they should be set up again. (Dr Erhard, it 
should be noted, has consistently opposed restrictive 
practices.) A third assumption is that the two countries 
should collaborate in the export of capital to under- 
developed countries—as if the British had not long and 
unhappy experiences of what that means. If Angio- 
German relations are to be discussed realistically, the 
German press will have to instruct its readers in the 
principles of British trading policy since the war. 
More dangerous and misleading are some of the 
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assumptions that underlie German thinking about 
military and political possibilities. First, it has to be 
made clear that the Anglo-American relationship is 
fundamental ; there can be no question of Britain lining 
up with Germany to form a third force between an 
isolationist United States and a threatening Soviet 
Union. Even if the United States should turn to a 
peripheral strategy—which is still doubtful—the first 
principle of British policy will be to work with the 
Americans, if possible, in all matters. If there is to be 
an Anglo-German effort to defend Europe, to raise 
living standards around the frontiers of the Soviet 
Union, and to expand markets—which is what many 
Germans are proposing—that must be done in 
company with the United States. 

Likewise, there is no question of substituting an 
Anglo-German entente for the entente cordiale. Too 
many names on too many memorials stand in the way. 
In this cabined corner of the world that is western 
Europe the days of bilateral manceuvrings are over ; 
if there is to be a cordial and effective Anglo-German 
partnership it must be within the limits of an Atlantic 
community that embraces Europe and North America. 

These things have to be said not for Dr Adenauer 
himself and the wiser heads around him, but for those 
whose thoughts are harking back in old and dangerous 
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directions. It is a good moment to say them because 
the die is not yet cast against EDC and all that goes 
with it, and because ideas of an Anglo-German entente 
are still fresh and nebulous. There is much thinking 
to be done against the day when, by one means of 
another, the Federal Republic is a sovereign power: 
and it is most undesirable that all initiative and 
reflection should be left to the Germans. Previous 
attempts in the last sixty years to lay fresh foundations 
for Anglo-German understanding have failed because 
they started from false assumptions. It is important 
that Germans should not for the third or the fourth 
time seek Britain’s friendship for reasons that run 
counter to Britain’s interests and obligations. [f the 
attempt is to be formally made—and it has not come to 
that yet—the British response should be cordial, quick 
and above all frank. As a beginning, all possible ways 
of collaboration in the economic field should be worked 
out. Fate—aided by human arrogance and stupidity 
—has too often got in the way of that close friendship 
between the British and German peoples which our 
Victorian grandfathers thought so natural. An oppor- 
tunity to repair one of the basic mistakes of the last 
half-century may be at hand, and it would be as tragic 
for it to be let slip by indifference on the one side as 
by insensitiveness on the other. 


Boundaries on the Move 


pore who make prophecies about the date of 
the next general election—particularly those who 
expect a snap vote to be taken in the autumn or next 
spring—often leave an important factor out of their 
calculations. Parliament is not likely to be able to 
consider the proposals of the boundary commissions 
before November of this year. It is improbable that 
the Conservatives will wish to go to the country before 
these proposals are approved, because they must now 
know that the proposed rearrangement of constituencies 
is almost certain to be to their advantage. And, once 
the changes are put into effect, the local party organisa- 
tions may ask for at least six to nine months to become 
acclimatised to them. 

This rather startling realisation—that bodies com- 
posed of distinguished civil servants, lawyers and other 
independent experts have suddenly and unintentionally 
assumed a possibly dominant influence on so important 
a constitutional matter as the timing of the next election 
—is only one reason for looking very closely at the 
activities of these commissions. The other main reasons 
are that their activities are likely to raise an unpleasant 
party row at Westminster, and that they will cause 
considerable local political disturbance. The mis- 
fortunes arising from the present system of boundary 
revision will fall largely on Labour, which endorsed the 
system in its Act of 1949; but that is no reason why 


the case for revision should not be reconsidered 
now. 

Constitutionally, the most important (although the 
least appreciated) issue raised in the present contro- 
versy is the possible effect of the commissioners’ time- 
table on the timing of the general election. The Act 
of 1949 required the four boundary commissions (there 
is one each for England, Scotland, Wales and Northern 
Ireland) to recommend readjustments in constituency 
boundaries from time to time, and to make general 
and more sweeping reviews at intervals of not less than 
three and not more than seven years. In effect, this 
means that there has to be one general review in each 
Parliament with a normal life span. As the last general 
review took place in 1948, the commissions are 
legally bound to complete the general review that 
is now in progress before July 30, 1955. So far, they 
have published provisional proposals for 468 con- 
stituencies in England and Scotland ; to everybody's 
surprise, they have suggested changes in no less than 
190 of them. The commissions’ proposals for the two 
most important remaining areas in England—London 
and Lancashire—will probably be published later «his 
month. The proposals must then be considered in the 
light of local objections ; if necessary, local inquiries 
have to be held. 

The commissions’ revised proposals will then be laid 








THE ECONOMIST, JUNE 12, 1954 


before the Home Secretary ; he may modify them, if 
he wishes, but must eventually lay his own proposals 
before Parliament in the form of draft orders in council. 
These orders seem likely to be debated in the Commons 
some time in the late autumn or early winter ; since 
more than a third of MPs will probably be personally 
affected by them, there should be no lack of speakers 
in that debate. Even if the orders are accepted without 
further amendment, they can hardly be brought into 
effect before the early months of next year. There will 
follow a period of redeployment of local party machines 
in more than a third of the constituencies in the country. 
It seems to be generally agreed by officials of both 
parties that this redeployment cannot be accomplished 
before October, 1955, at the earliest. In other words, 
the next general election is most unlikely to be held 


before that date. 
* 


The second issue in the controversy, the probable 
benefit to the Conservatives of the present series of 
proposals, cannot be accurately estimated. Rough 
calculations, based on tentative checks in some of the 
most obviously affected areas, can, however, be made 
—along the lines explained at the bottom of this page. 
Although local estimates differ, it seems probable that, 
if each individual elector voted in exactly the same way 
as he did in the general election of 1951, the proposed 
new boundaries should increase the Conservatives’ 
majority by at least ten; they might increase it by 
twenty. 

The reasons for this apparent Tory advantage do not, 
of course, lie in any gerrymandering by the commissions. 
The commissioners are merely following the rules laid 
down for them. One aim is to bring each constituency 
to within striking distance of the average British con- 
stituency of §5,650 electors. There are other guiding 
rules for them to follow—they must respect local 
government boundaries so far as is practicable, 
scattered country districts should have a smaller elec- 
torate than compact towns, Wales and Scotland are 
guaranteed a minimum number of constituencies, and 
Northern Ireland (which is also represented by members 
of its own Parliament) can have an average constituency 
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of over 70,000 electors—but the commissioners’ main 
job tends to be simple counting of heads. 

In abiding by this rule during their present general 
review the commissions have found themselves making 
reflex actions to two main developments. First, the 
movement in population since the last general review 
in 1948 has continued to be away from the poorer 
“East End” districts and towards the more Tory- 
minded suburbs ; some seats are therefore being with- 
drawn from the former, but comparatively few 
individual suburbs or county areas seem to have received 
a large ehough influx to turn them Labour. Secondly, 
and more important, the Labour Government, 
under the impetus of a speech by Dr Dalton, created 
17 additional seats that were not originally recommended 
by the commissions after the 1948 review ; Labour 
believed that the commissioners had given too heavy a 
representation to country districts at the expense of big 
towns. So far as can be judged, this amendment gave 
Labour 12 additional seats in the 1950 election and 
the Tories 5, a net Labour gain from the transaction 
of 7; in the 1951 election, the net Labour gain was 
reduced to 3. The commissions, which have to abide 
by the written rules and not by Dr Dalton’s strictures 
upon them, are now setting about wiping out some of 
these 17 seats, and are amalgamating others with sur- 
rounding and more Tory-minded suburban districts. 
This must result in some Labour losses. 


The final grievance aroused by the commissions’ 
proposals is the disturbance that they will cause to 
individual politicians and individual constituency parties. 
A certain amount of humbug is talked about this ; an 
occasional shake-up of local political livers is good for 
a democracy’s health, and the “ local patriotism ” that 
is supposed to be troubled often exists mainly in town 
councillors’ imaginations. But some of the strains 
imposed are startling. The constituency of Rye was 
abolished in 1948, and the local party organisations 
disbanded ; now, six years later, the commissioners 
propose to reinstate it, and the organisations will have 
to be started up again. One Labour constituency party 
has derived most of its income from a profitable social 
club; a minor readjustment of its boundaries has 





The Proposals to Date 


So far the commissioners have reviewed 
the boundaries of 468 English and 
Scottish constituencies. In 278 they have 
recommended no change. ‘Their pro- 
Posals for changes involve: 

\I) The creation of 11 new seats. Of 
these, 7 seem likely to go Tory, and 3 to 
g0 Labour. The other will probably go 
Labour, but is marginal. 

2) The abolition of 3 seats. Of these, 
aw be Labour losses. The other is due 
to the amaigamation of Mr Mikardo’s 
Pa es Labour constituency of Read- 

8 South with the marginal Conservative 


constituency of Reading North (minus 
trimmings from each) ; the odds seem to 
be slightly against Mr Mikardo winning 
the new seat. The net addition of eight 
seats in Parliament from these proposals 
therefore seems most likely to iead to 7 
Tory gains and 1 Labour gain. 

(3) Changes in 190 constituencies, of 
which 99 are Labour and 91 are Con- 
servative. It is very difficult to judge 
the effect of all of these, but the most 
usual consequence seems to be to make 
some safe seats (especially Labour seats) 
safer still and some marginal seats (again, 
especially Labour seats) more marginal 
still. One example is Bradford, which at 
present has three relatively safe Labour 
seats and one relatively safe Conservative 


seat ; the new proposals would make one 
very safe Labour seat and three exceed- 
ingly marginal seats. According to the 
best available (though admittedly hazar- 
dous) estimates, each of these marginal 
seats would probably go Conservative if 
everyone voted as he did in the last elec- 
tion ; but they could all go Labour if 
there was even a slight swing of the 
political pendulum towards the left. 

(4) The commission’s proposals for 
the important Lancashire and London 
districts have not yet been published. It 
seems likely that these will involve the 
abolition of at least two (and possibly 
more) Labour seats that were created in 
Labour’s so-called “ gerrymandering ” 
operation of 1948. 


’ 
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moved this club into a neighbouring constituency, and 


the Labour candidate concerned will now probably 
have to do without the services of a full-time agent. 
The Labour seat that is abolished in Sheffield is that 
held by Sir Frank Soskice ; the other four Labour MPs 
from Sheffield must now be looking at him askance, in 
the fear that the party leaders may suggest that he 
should move over into one of their domains. There are 
many other awkward personal problems of this kind, 
They are not national tragedies, but—sometimes 
unnecessarily—they are inconveniences that cause bad 
blood. 

There is probably nothing that can be done to avert 
the current disturbance. The Cédnservatives seem 
determined to carry out the commissions’ proposals ; 
they feel that they are merely correcting the “ gerry- 
mandering” of which Labour was guilty when it created 
the seventeen new seats in 1948. Possibly there is a 
balance of justice on their side. But, after this reorgani- 
sation has been effected, the parties should consider 
again whether the 1949 Act really was wise to demand 
that these general reviews should be held so frequently, 
whether there should be such unyielding emphasis 
on tidy counting of heads. A major anomaly in the 
electoral system today is that Labour—because so 
many of its votes are wasted in piling up massive 
majorities in mining and other working-class con- 





Notes of the 


Paralysis at Geneva 


R MOLOTOV and Chou En-lai have, between them, 
M succeeded in turning the clock back nearly to the 
point at which the Geneva conference started, They insisted, 
this week, on dragging the Indo-China discussion out of the 
relative calm of restricted sessions, and used the plenary 
sessions of Tuesday and Wednesday (summarised on page 
906), simply as a forum for propagandist diatribes. They 
have, in fact, reverted to their original and wholly unpromis- 
ing practice of speaking, not to their fellow delegates, but 
over their heads. Inevitably, they drew tart retorts from 
Mr Bedell Smith, M. Bidault, and even Mr Eden ; but this 
clouding of the atmosphere of debate was not by any means 
the most depressing feature of the week. If symptoms of 
mortal paralysis are now rapidly appearing in the confer- 
ence, it is primarily because the Communist negotiators have 
deliberately stiffened the presentation of their terms. 

The Soviet and Chinese governments now appear to be 
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stituencies—won 23 fewer seats than the Tors ip 
1951, although it secured 200,000 more votes No 
system of boundary revision can rectify this an: 
but it is a little hard that the only system of : 
that does exist—by taking account mainly of th: 
efflux from working-class districts into the sul 
seems bound to make this anomaly progr 
worse. 


10n 
dy 


ly 


* 


The commissions’ powers of making ad hoc « 
in individual constituencies should suffice to | 
the growth of anomalies such as the old R: 
constituency, which reached more than 
electors at one period before the war. With this sai 
guard in being, it might be wiser to ensure the: the 
general reviews took place immediately after, say, «very 


third general election instead of in the course oi each 
successive Parliament. This formula would have the 
advantage of ensuring that the reviews did not stretch 


into the third or fourth year of a Parliament’s life, and 
thus did not have their present undesirable influence 
on the timing of subsequent general elections. 


here 
are issues of some constitutional importance, as well 
as of merely local inconvenience, here ; in the course 


of the next few months some hard things are likely to 
be said, which will not be to democracy’s advantage. 


explicitly and finally committed to what, in the language of 
an older imperialism, would have been called a “ forward 
policy” in Indo-China. Not content with the oppori nity 
for the Vietminh to consolidate its gains that would b 
provided by a cease-fire and a military regrouping, they call 
for broader political negotiations that would open doors fo 
the extension of Ho Chi-minh’s influence in southern 
Vietnam. Not content with that, théy insist that the {oot- 
holds the Vietminh has gained in Laos and Cambodia 
must be respected, and that the shadowy “ resistunce 
governments ” in those two states must be granted a dexrce 
of international recognition which even the Communist 
nations themselves have hitherto grudged them. Fina''y, 
they reject out of hand Mr Eden’s suggestion that the “ve 
“ Colombo” powers would be suitable supervisors ©! 4 
settlement in a neighbouring Asian area ; and Chou E:-lai 
now at last unveils the official Communist interpretation © 
“ neutral ” supervision, which is that the “ neutrals” ust 
include Communist governments with full power of vet 

If these positions are to be maintained, there is no hope 
of reaching an agreed and satisfactory settlement in Indo 
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Chins. however long Mr Eden extends his efforts, and what- 


ever new formula Mr Casey may bring from Australia, via 
Delhi The Communist terms are not new ; but while the 
restt { sessions and private meetings at Geneva 
cont |, there was at least a slender chance that they 
might >< modified. After this week’s speeches, that chance 
has dw ndled to vanishing point. What, short of a deus ex 


mach can now save the conference from becoming 
wnother, and a more intolerable, Panmunjom ? 


What Hanoi Means 


\T temptation and a great responsibility now face 
A Ho Chi-minh and his commander-in-chief, General 
Giap eir crack divisions, flushed with costly but spec- 
tacula ctory at Dien Bien Phu, are closing in on Hanoi ; 
and it is widely believed that if they chose to launch an 
all-out assault on the capital of Tonking they would stand 
a good chance of breaking through its defences within a few 
weeks. Morale has been gravely impaired on. the French 
Union side by recent events ; the new French commander- 
in-chief, General Ely, has not yet had time to plan a new 
strategy ; and the Communists have learnt, in the past three 
months, how effectively their military pressure can be made 
to work upon the politicians in Paris. Moreover, the city 
of Hanoi is itself a glittering prize for a government which 
still lacks a suitable capital. 


* 


One thing, however, ought to be quite clear to the Viet- 
minh leaders—and if it is not yet clear it should be made 
so. If they seek a second spectacular victory now, while 
the Geneva conference is still wrestling with the problem 
of bringing the Indo-China war to an end, they will make 
nonsense of the Communists’ argument that only their 
antagonists wish to extend the war. They will strengthen 
the hand of the extreme intervéntionist faction in Wash- 
ington; and they will place Mr Eden in an impossible 
position at Geneva. It is unthinkable that Britain could 
continue to play its present restraining role if, in two or 
three weeks’ time, the quiet of a restricted afternoon session 
at the Palais des Nations is broken by the news that General 
Giap’s artillery is firing on the centre of Hanoi. If France’s 
allies take a full-scale assault on the Red River delta as 
a signal that they must intervene at once in order not to 
be too late, the responsibility both for the extension of the 
fighting and for the frustration of the peacemaking effort at 


Geneva will rest squarely on the shoulders of Ho Chi- 
minh’s government, 


The Tories’ New Need 


We Conservative backbenchers come back to 
Westminster next week they will need to pay more 


ee (0 foreign policy. For a long time the only serious 
en ‘o the Government’s diplomacy has come from 
We bevanites 


» and has been aimed less at the Ministers 
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concerned than at their allies on the Opposition front 
bench. This has absolved the average Tory backbencher 
from having to make any serious defence of the Govern- 
ment’s foreign policy, and has left him free to whip himself 
into a frenzy over such important matters as teachers’ 
pensions and MPs’ pay. But bi-partisanship, always a 
delicate plant, is now threatened by Mr Attlee’s tortuous 
wooing of the Left. If Geneva ends in deadlock and firm 
steps have to be taken in the East, the Tories may find 
themselves pushed into a straight party fight over foreign 
policy. For this they are ill prepared, either emotionally 
or intellectually. 

Only two groups within the Conservative party have 
been taking any sustained interest in foreign affairs—the 
Suez group, which also propagates most of the other 
Beaverbrook myths, and a small clique of experts who, in 
or out of office, faithfully follow the Foreign Office line. 
There are also a few individuals whose speeches show an 
intelligent understanding of foreign affairs, but the average 
Tory backbencher seems to consider his duty done by per- 
functory applause at every mention of “ Mr Eden’s gallant 
efforts for peace.” In part, this apathy among the Con- 
servatives is due to the misguided feeling that, with Sir 
Winston Churchill and Mr Eden as their leaders, they need 
not worry their heads over foreign affairs ; in part, it is due 
to the knowledge that they are certainly better able to staff 
the Foreign Office than their opponents. But isolated 
expertise is not enough. The need for more coherent and 
considered foreign policy speeches, both on the Tory back 
benches and on their hustings, is rising. The challenge from 
an irresponsibly united Labour may not come until after 
the party conferences in the autumn, but a disastrous end to 
Geneva could bring it next week. 


M. Bidault on the Ropes 


BIDAULT has found Paris no relaxation after 
M » Geneva. Indeed, the government’s opponents in the 
French Assembly seem almost as determined to stick to their 
gums as are the Communist delegates at Geneva. M. 
Bidault, it is true, has probably benefited momentarily from 
the stiffening of the Communist line, and there is less 
tendency in France now to question his willingness to 
negotiate. Yet, in spite of this, his anguished appeal against 
being asked to conduct diplomacy on probation has not 
prevented the National Assembly from forcing the govern- 
ment to seek another vote of confidence on Indo-China, 
This has by now become a routine operation, though with 
the governmental majority dwindling rapidly each new 
performance may cause a real crisis. 

The tragedy is that a crisis at this stage would not even 
produce an alternative government. Many eyes were fixed on 
M. Mendés-France, who spoke at length after M. Bidault, 
but his hour has not come ; he has the brilliance but hardly 
the stamina for a situation of danger. He was on strong 
ground when criticising the past sins of French policy, but 
he disappointed his admirers by offering rhetoric instead of 
a coherent plan of action. Even if he could offer a policy, 
he would almost certainly find no majority to back it. 
This may decide the Assembly to tolerate M. Laniel’s 
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government slightly longer, at least until its first anniversary 
later this month. M. Mendés-France spoke against changing 
men and keeping the policy, but a crisis provoked for its 
own sake is not to be excluded in the present mood of the 
Assembly. Governments have tumbled before in France 
to the mournful tune of plus ¢a change... . 


Mollet Versus Moch 


HE division over EDC is probably the chief obstacle to 
dk a regrouping of French parliamentary forces. A realign- 
ment on traditional lines is precluded as long as this issue, 
cutting across all allegiances, is not settled one way or 
another. In the current parliamentary battles many exchanges 
are ostensibly over Indo-China, but are in fact about EDC. 
This week a new step was taken in the drawn-out struggle 
over the ratification of the Treaty, when the Foreign Affairs 
Commission of the National Assembly approved a report 
hostile to the creation of the defence community. The 
approval of M. Moch’s report was expected and the 
majority was a narrow one, but this move is significant, 
as all the Socialist “rebels ” have voted against the treaty 
in defiance of their party’s orders. 

Two weeks ago at a special congress M. Mollet managed 
to issue official whips ordering Socialist MPs to vote for 
EDC, but the opponents of the treaty, numerous in the 
parliamentary group, refuse to toe the line. What sanctions 
will the executive take against the six recalcitrants in the 
commission, who include such important figures as MM. 
Moch, Daniel Mayer and Naegelen ? This is an important 
test case, since less influential deputies will probably take 
their cue from the result of this trial of strength. In the 
Assembly as well as in the commission the fate of the treaty 
will depend largely on the Socialist vote. Thus the struggle 
between M. Mollet and M. Moch may prove decisive for 
the European Defence Community. 





OUTPUT OF THE BRITISH COTTON INDUSTRY 
WEEKLY AVERAGES 


SINGLE YARN 








WOVEN CLOTH 


"St 48 49 ‘SO ‘Si 52 53 (million lineor yards) 








THE ECONOMIST, JUNE 1?, 1954 


What Size Agriculture ? 


HE Opposition chose to launch the last major debate 
before the Whitsun recess on to the familiar topic of 
agriculture ; and most of the argument-in that debate 
revolved round the equally familiar question of how such 
food Britain should grow at home. It is a sign of the 
relative progress that has been made in British cul- 
tural policy that the Minister of Agriculture did no: seek 
to outbid the Opposition. Instead, he tried to ride twe 
horses at once. He was anxious to claim credit fox the 
record output achieved by British agriculture last year 
(which was equal to 1§6 per cent of the prewar figure). He 
insisted that the Government meant to bring about a { 
expansion of agriculture in general. But, in dealing with 
individual commodities, Sir Thomas was wary. In each 
case, he intimated, the level of output should depend upon 
the efficiency of producers, the level of world prices, and 
the cost of the Government guarantees ; and he clearly 
implied that, if any guarantee cost too much, it would be 
restricted quantitatively, as has already been done with milk. 
This sort of talk understandably leaves farmers puzzled 
about whether it is worth growing more food at the risk 
of a cut in the price guarantee. But the remedy most 
certainly is not to accept the facile recipe of a new “ pro- 
duction programme” offered by the Opposition spokes- 
men. What exactly would this programme amount to? 
If farmers were offered an unlimited market at present 
prices, the cost to the nation would quickly prove intoler- 
able. But if price guarantees were first cut as a necessary 
condition of further expansion, the Opposition would be 
the first to say that the farmers’ “ confidence ” had been 
undermined. 

Whether or not the present world surpluses will vanish 
in a few years’ time, as some experts believe, they are facts 
that cannot wholly be ignored. The latest cuts in Cana- 
dian wheat prices, for instance, will add further to the 
large subsidies that are algeady being paid to ensure that 
British cereal producers still receive their guaranteed price. 
In these circumstances it is folly to ask for more production 
at home—unless it can be achieved at lower prices. That 
is in fact the direction in which Government policy 1s 
moving. Where the policy is failing is in not bringing home 
to the farmer the close connection that ought to exist 
between his degree of efficiency and his level of profits. 
The farmer has the idea that if he works harder the 
Exchequer will take the rake-off, but that if he works less the 
taxpayer will cushion the shock. It is a pity that Sir Thomas 
Dugdale did not specifically seek to disabuse him of both 
suppositions. 


rther 


Sir Dudley North 


UBLIC opinion and naval opinion are liable to become at 
Poa purposes in the new cause célébre of Sir Dudley 
North. Nobody should dispute the right of the Admiralty 
quietly to remove an officer from a post of the highest 
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responsibility if it has lost confidence in him, especially in 
‘ime of war. But Sir Dudley was summarily dismissed as 
Admiral Commanding North Atlantic in 1940 after a charge 
of “neglect of duty” ; as five Admirals of the Fleet have 
pointed out, in a memorandum published this week, this 
sentence was the “ most severe that could be given in time 
of war to a Flag Officer of distinction and high standing, 


such 2s might have been given for cowardice.” It is not sur- 
prising that Sir Dudley should have pressed ever since for 
4 court martial or a service enquiry to clear his name. 


The charge against Sir Dudley arose out of the passage 
of French warships through the Straits of Gibraltar in 
September, 1940 ; they turned up at Dakar where they had 


an effect (in 1940 it was believed the deciding effect) in 
rendering abortive General de Gaulle’s attempt to capture 
that port. Sir Dudley had not been officially informed of 


the Dakar project, although he probably had some unofficial 
knowledge of it. The orders he had been given about 
stopping French warships were vague and out-of-date ; they 
had been issued at the time of the French collapse in July, 
1940. There was a bad lapse by the duty officer at the 
Admiralty, who failed to send new instructions when it was 
known that the French warships had left Toulon. To the 
layman, it may seem that most people with political judg- 
ment might have urgently pressed the Admiralty for instruc- 
tions in the early hours of the morning that the warships 
appeared ; or else have sent the Renown to shadow the 
Frenchmen until orders came through. Sir Dudley, in agree- 
ment with other officers on the spot, did neither. Since 
he had earlier disapproved of the bombardment of French 
warships at Oran, it is not difficult.to understand that some 
people at the Admiralty may have concluded that he was 
“pro-Vichy ” (an emotive term at that time) and felt justified 
in dismissing him. The five Admirals of the Fleet, who have 
rallied to Sir Dudley’s support, have now argued, however, 
that Sir Dudley was not faced by “a normal naval decision”; 
instead “ it was a problem of what was politically required of 
him.” They have asked the Admiralty to institute a service 
enquiry. In view of this backing, and in view of the inevit- 
able suspicion that has now been aroused that some other 
people’s responsibility for this muddle and its aftermath is 
being hushed up, the First Lord will make a bad mistake 
if he obstinately continues to refuse one. 


Quotas for Bright Children 


re London County Council is not alone in thinking that 
‘4 a present schoolchildren are too arbitrarily and 
irrevocably divided into sheep and goats at the age of eleven, 
or that the “ eleven plus ” examination is an imperfect way 
of making a decision of such importance to the child. But 
few people will see the point of the changes in methods of 
selecting pupils for grammar schools, which the council’s 
education committee has just approved. Hitherto, as with 
most local authorities, the selection has been made by com- 
imittees, which judge the children by their performance 
in English, arithmetic and ‘an intelligence test—supported, 
in the case of borderline candidates, by reports from the 
head teachers of primary schools, and sometimes by 
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interview. In future, London primary school teachers are 
apparently to have the principal say in the selection— 
although, in order to protect them from angry parents, their 
judgment is to be reinforced by a committee in the back- 
ground. That the teachers should be consulted is right and 
proper, but the principles that, according to the LCC report, 
are to guide them will not ensure that all London’s brightest 
children are educated in its grammar schools. 


The most important—and most pernicious—feature of 
the new arrangements is that a quota system is to be intro- 
duced into the primary schools. Teachers will be told what 
their share, in relation to their school numbers, of London’s 
grammar school places should be; if they want to exceed 
it they will have to seek special sanction. The danger of 
this system—which has been tried out, in various and 
modified forms, in other local authority areas before—is 
that bright pupils may be excluded from grammar schools 
because their primary school has exceeded its quota, and 
that the schools themselves may become less efficient because 
competition between them will be eliminated. 


The LCC is not foolhardy enough to abolish the exam- 
ination altogether—although it hopes to do so later, 
beginning with the comprehensive schools. Meanwhile the 
examination will continue, heavily disguised as the “ junior 
leaving examination ” and with its relevance to the child’s 
fate undetermined. It is difficult to see why this change of 
nomenclature will improve it; or, indeed, why the rest of 
these confusing proposals are an improvement, unless they 
mean no more than that due regard should be paid to the 
reports of primary school teachers. If that is all they do 
mean, then the LCC should have said so, instead of sending 
a shiver down the backs of parents who happen to have sent 
their above-average children to above-average primary 
schools. 


Mr Yoshida Grounded 


HE disarray in Japan’s domestic politics is even more 
£ alarming than had been thought. Last week, just as 
Mr Yoshida was preparing to leave for his visit to the 
United States and Europe, Socialist opposition to his 
government’s Bill for restoring centralised control of the 
police (decentralised by General MacArthur) culminated 
in a violent riot in the House. The Speaker’s chair was 
stormed and police had to be called in to separate the 
battling deputies. This agitation from the left was sup- 
posed to be directed against the danger of a return to the 
old military nationalism ; but it was reinferced by another 
agitation from quarters on the right representing this same 
military nationalism. There Mr Yoshida is accused of 
humiliating his country by visiting the United States, and is 
threatened with assassination as a traitor in the good old 
Japanese fashion. Caught between two fires, and dismayed 
at the risk of a new political crisis overtaking his govern- 
ment in his absence, the Prime Minister decided at the last 
moment to cancel his tour. 


Those who wish well to Japan’s postwar parliamentary 
democracy must deplore the Socialists’ resort to violence. 
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For in the long run it is they who stand to lose most by 
any undermining of parliamentary institutions. If demo- 
cracy breaks down power will go, not to them, but to men 
of authoritarian attitude, either Communists or reaction- 
aries. At the root of present discontent lies a general feel- 
ing of national humiliation, to which the omissions of 
British and the commissions of American policy have con- 
tributed. Japan regained sovereignty under the San Fran- 
cisco treaty, but has remained excluded from all collective 
international deliberations, even those concerned specifically 
with the Far East. It is represented neither at the United 
Nations, nor at Geneva, nor in the discussion of a South 
East Asian defence pact. 


In fact, Japan is as entirely isolated as the Russians could 
wish, save for its bilateral and dependent relationship with 
the United States. It is to be hoped that Mr Yoshida 
will still be able to make his journey and press on Wash- 
ington, London and other capitals the urgent need of his 
government for prestige and friendship. Meanwhile, is 
anyone keeping Tokyo informed of what is being planned 
for the defence of South East Asia, where Japan’s principal 
markets lie ? If not, it is a serious omission, 


China Trade Back on the Rails 


NCOURAGING progress in clearing trade channels between 
Britain and the mainland of China has been made in 
recent meetings at Geneva between representatives of 
British industry and commerce and Chinese Communist 
officials. The Federation of British Industries, the London 
Chamber of Commerce, and the China Association, the 
three bodies most closely concerned in the negotiations, are 
to be congratulated on discretion as well as initiative. The 
Peking government had been trying, with some success, to 
play a political game with its trade offers. Though its 
interests are obviously best served by direct contact with 
firms and individuals in this country or in Hongkong, with 
long experience in handling China’s unique trade, it has 
instead tried to channel business through organisations that 
have a propaganda value for the Communists. Furthermore, 
the Chinese have. sought to make East Berlin their European 
headquarters for all trade deals. Whether they now intend 
to get down to business without propaganda has yet to be 
proved ; but by accepting an invitation to visit Britain, and 
by easing conditions for the firms and individuals still held 
virtual prisoners in China, they have shown some good will. 
It is also a good sign that the discussion of trade channels 
has not so far been linked with questions about the relax- 
ation of the embargo on certain exports to China. 


The wisdom of moving cautiously in dealing with a Com- 
munist power, even at the risk of losing business, has been 
demonstrated. The British showed no weakness or 
undignified haste and the Chinese, who understand better 
than anyone the importance of “ face,” appear to have been 
impressed. But there remain a number of irksome difficul- 
ties. For example, the British exporter has to wait until his 
goods are received and certified before he gets his money. 
Moreover, as Peking now boasts that 75 per cent of its 
foreign trade is with Communist friends, there is not much 
left for the West; but it is possible that the Chinese now 
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realise how much they are losing thereby. Part\ vlarly 
welcome is the fact—reported by Mr Harold Wilso:: from 
his conversations with Mr Lei Jen-min, Vice-Min:<:cr of 
Foreign Trade—that the Chinese have at last broug! 
sights down. In place of the astronomical and clear. {alse 
figures that have been dangled in the past before <.ger 
British eyes, his estimate of the possible annual 1 of 
Anglo-Chinese trade is now £36 million. Thoue) stil] 
about double of what is practicable, it is at leas: 
the truth. 


heir 
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Keeping Back the Floods 


TATISTICALLY speaking, floods as strong as those that 
S overwhelmed the East Coast defences in January, 1953, 
are not likely to occur more than once in two hundred years, 
The committee on coastal flooding, which was set up under 
the chairmanship of Lord Waverley after last year’s 
disaster, has now followed its interim report (which led 
to an improvement in the system of flood warnings) with 
a full report* that is sensibly free from panic. It says in 
effect that only where the value of the property to be 
protected warrants the expense should defences be brought 
up to a standard capable of holding floods of the 1953 evel. 
Elsewhere local authorities should not be required to go 
further than was thought reasonable before that date ; and 
if anyone wants protection of a higher standard he should 


be asked to pay for it. The committee is also satisfied that 


* Cmd 9165. HMSO. Price 2s. 6d. 
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there is no major gap or overlap in the functions of the 
River Boards and the coast protection authorities ; and that 
the present system whereby the costs—like the risks—are 
chare! between the individuals affected, the local authorities 


iq the district and the Treasury should, with certain minor 
modifications, continue as before. 

Those sensible conclusions are accompanied by an urgent 
wart Few Londoners realise how lucky they were in 
1953. If the flow of fresh water down the Thames had not 
bee! yrmally low, the defences of the capital might have 
been o: .-whelmed. Because of unresolved bickering between 
the is local government bodies, the system of responsi- 
bilit' flood defence in London lags far behind that in 
the rest of the country ; and insufficient thought has been 
given ‘> the nature of the defences themselves. The com- 
mittee wakes the suggestion, for others to consider, that a 
struc might be thrown across the river with “ gates ” 
capable of being closed in the face of impending floods. 
There are formidable difficulties, both physical and financial, 
in the way of any solution ; but the central government now 
has a clear responsibility to knock the local authorities’ heads 
toget ind if necessary to introduce legislation to remedy 
what seems to be a very dangerous situation. 


West Indian Lament 


HE plight of citrus growers in the West Indies now 
s being aired by a trade delegation in London, provides 
a striking example of the way in which schemes of colonial 
development are apt to run aground the treacherous shoals 


of world trade. Since the war the production of grapefruit 
in the West Indies has been stimulated and aided by the 
British Government as a means of diversifying the islands’ 
economy. Now, after six years, their crops have matured, 
but the growers complain that they cannot compete in the 
British market (which is inevitably their main outlet) with 
the crops of other countries. 


In pert, this is because the small-scale production in the 
West Indies is uneconomic ;, the growers have to purchase 
their containers in England, pay high freight charges, and 


cannot compel with the mechanised production and 
processing in the United States and Israel. But the world 
citrus market is also riddled with subsidies. Two principal 


competitors, Israel and Spain, have both indulged in dis- 


criminatory exchange rate wangles ; and now the position 
has been complicated by the arrival in Britain of imported 


seoelagl from the United States under the Mutual 
Security scheme. In addition, American export prices to 
some ma 


ets are kept low by a special subsidy to citrus 
growers, which was passed against the wishes of the 
Administration. Political jobbery in California and Florida 
~and finencial juggling in Spain and Israel—has cast its 
shadow over the Caribbean. 


The Br tish Government has therefore been placed in an 
cmbarrassing position. The West Indians want Britain to 
put up the tari on foreign citrus fruit (which, for historical 
ries ' fairly low), while continuing to allow their own 

0 Con 


¢ in duty free. The Government probably has 
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no very great qualms about raising the price of grapefruit on 
the British breakfast table ; but the West Indians’ proposal 
would involve an increase in imperial preference margins, 
and thus run foul of the General Agreement on Tariffs and 
Trade. In view of the need to diversify the West Indian 
economy and of the sour state: of competition in grapefruit 
already, this is one of the few instances in which the 
opponents of Gatt can put up a plausible case. It would 
be in the present tradition of the citrus market if the 
British Government found some way to wriggle round 
the problem, while pretending that it was not. wriggling 
at all. 


Talking to Kenyans 


T was a novel conference that was held this week in 

Nairobi. Representatives of many European organisa- 
tions—church, commercial, agricultural and _political— 
gathered to hear the views of members of their new govern- 
ment at first hand. A panel of ministers and officials, led 
by Mr Michael Blundell (now European Minister without 
Portfolio), made a sustained effort to explain, and enlist 
support for, their conduct of the emergency. Most remark- 
able of all was the unprecedented appearance of Asian 
ministers in defence of the Government’s policies in front 
of a European audience. 


Mr Blundell painted a generally encouraging picture of 
the emergency. He estimated that in the last few months 
25 per cent of Mau Mau’s effective strength has been 
destroyed. Perhaps more important, he indicated that pro- 
gress was being made in bringing the troubled native 
reserves under closer administration; under .the new 
arrangements there will still be only one officer to every 
25,000 people, but this proportion will be about ten times 
greater than before the emergency. Mr Blundell later made 
a strong—and reasonable—plea that operational expenses 
incurred on the responsibility of the commander-in-chief 
should be charged to the United Kingdom rather than to 
the Kenya Government, which has no direct control over 
them. 


The most interesting contributions came, however, from 
the new commissioner of police, Colonel A. E. Young, and 
the Asian Minister without Portfolio, Mr Patel. Colonel 
Young, who went to Kenya with a reputation for straight 
dealing, is clearly also something of a diplomat. After 
praising the settlers’ police reserve for “doing a wonder- 
fully gallant job,” he made it clear that he was considering 
replacing the full-time reserve officers with regular police- 
men, “so that men trained for civilian jobs could return 
to them.” The policy of thanking these emergency settler- 
policemen for their services, but then getting rid of them 
as quickly as: possible, is certainly the right one ; but it will 
not please some people in Kenya. Nor will Mr Patel’s stout 
defence of British methods of justice in the face of demands 
for more summary action. While making every effort to 
speed up the processes of law, he was determined “ not to 
throw away experience gained over hundreds of years.” 
It makes a good beginning to Kenya’s new experiment in 
polyglot government that Europeans should find themselves 
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confronted with their own ideals in the mouth of a respon- 
sible leader of another race. 


The Nationalised Pullman 


HE British Transport Commission’s offer to buy the 
+ shares of the Pullman Car Company will close next 
week ; and it seems certain that the shareholders will accept 
it by a massive majority. Many Conservatives are st:ung to 
the quick by this first instance under their regime of a 
prominent company being swallowed up by a nationalised 
industry, by what they regard as the destruction of the last 
piece of private enterprise efficiency on the railways. Shortly 
before the Whitsun recess the member for the Pavilion divi- 
sion of Brighton initiated an almost impassioned debate on 
the adjournment on this subject. The initiative for the sale 
has admittedly come from the Pullman company itself, but 
Mr Teeling darkly pointed out that the chairman of the 
company “is also chairman of Cook’s and of Dean and 
Dawson, both of which are nationalised, and in that sense 
I suppose he is closely connected with the British Transport 
Commission.” While admitting that a very large proportion 
of shareholders would agree to the sale, Mr Teeling had 
discovered that many of the shares were held by insurance 
companies ; he accused these companies of “ always playing 
for safety.” Other shareholdings are in the name of nomi- 
nees, and some people would have liked the Government 
to say whether the largest block of these is or is not held 
by some nationalised body. 

In broad outline, however, it seems clear that the sale 
is a commercial operation, not a sinister piece of Tory 
Socialism. The Pullman company has been operating under 
a detailed agreement with the commission about routes 
and time schedules. This contract is due to expire in 1962 ; 
and although the commission would probably agree to an 
extension, it could not make this for a long period. There 
are certain to be many changes in the form of rolling stock 
and in modes of railway operation in the coming decades, 
and there are also likely to be some Socialist Governments. 
Yet any: new vehicles bought by the Pullman company to 
streamline its fleet would have an expected life of thirty 
years. The alternative lay between a system under which 
the company would have no incentive to build any new 
coaches, and operation of the service within the maw of 
the Transport Commission. It is difficult to see how the 
Minister of Transport could have intervened to forbid the 
transaction. And, provided the commission operates the 
service as a commercial venture—running the coaches only 
on the routes that are profitable and resisting the tempta- 
tion to plough back most of these profits for subsidising 
less economic ventures—there is no reason why standards 
need suffer through this socialisation by consent. 


More About the Balkan Alliance 


T was to be expected that the progress of Balkan 
I co-operation should proceed most smoothly and with 
the greatest diplomatic finesse when Athens became the 
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centre of operations. At the conclusion of Marshal Tito’s 
visit there last week it was announced that Greece. T) rkey 
and Jugoslavia had decided to enlarge their treaty of 
friendship and co-operation into a military alliance «: the 
next annual meeting of the three foreign ministe: 
Belgrade. With this decision and the talks leading u; 
the Turkish Ambassador in Athens was fully associated : 
the same could not be said of the Greek Ambassac 
Ankara when Marshal Tito talked with his Turkish 
colleagues on the same subject in April. Moreover, i: 
wording of the communiqué issued in Athens, which: 
deliberately vague about the actual date for signing the 
treaty, the three Balkan partners combined due attenti: 
to friendly British and American promptings that 
should not wound Italian susceptibilities by too much ! 
with a clear indicatiqn that they would not let this con 
ation hold up their defence planning indefinitely. 

A novel and interesting outcome of last week’s talks is the 
announcement that the three governments have agreed, on 
the suggestion of Field-Marshal Papagos, to establish a 
tripartite consultative assembly. All that has been decided 
so far is that it is to be composed of fifteen to twenty 
parliamentary delegates from each country and is to meet 
in each capital in turn; presumably opposition parties 


In 


where they exist, will have their due representation. The 
idea shows that the three countries are interested in some- 
thing beyond their mutual defence against a common 
enemy ; but it: is easy to be cynical about assemblies with 
no powers except the power to talk. In the Balkans, how- 
ever, periodic meetings of parliamentary delegates could, 
if well managed and well mannered, do a useful job. They 
could spread mutual understanding of each other’s problems 
among a small but influential group of men, and for the 
Balkan people generally they could provide a valuable 
non-military symbol of regional co-operation. In addition, 
for the Jugoslav delegates, they could provide an illumin- 
ating insight into the ways of non-Communist parlia- 
mentarians. 


Hungarian Communists Take Stock 


HE third congress of the Hungarian Workers’ Party has 
A senane plenty of testimony that the “mew course . 
introduced nearly a year ago has not proved the panacea 
that its authors no doubt hoped it would be. Every con- 
ceivable culprit, except the Communist bosses themselves, 
has been hauled over the coals for his contribution towards 
the “blunders and mistakes ” that have marred tie start of 
the new policy. Of course when Communists go in [or 
criticism and self-criticism they believe in laying it on t! ck. 
All the same, Rakosi and his colleagues are plainly unhappy 
about the way things are going. 

In particular they are worried about the failure 0! he 
farmers to solve the country’s food supply problems. Yet 
although Rakosi stressed the “ extreme importance” o! ‘ie 
medium-peasants, his speech was not of a kind to } stil 
into them that confidence in the intentions of the reg me 
that is essential if agricultural production is to be incre: ed. 
On the contrary, the emphasis is now again on the consoli- 
dation and development of the co-operatives. Rakos!, 
alarmed perhaps by the deterioration that has set in on the 
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: An enlightened board appreciates only too well its cases can often cut right through apparent complications 
> j obligation to staff and senior executives. They know that to provide a pensions solution which is less onerous for 
f vith taxation at its present level no employee can hope to the firm and enables staff to work loyally without the 
‘ ive enough to ensure a reasonable degree of security on distracting influence of a future insecure retirement. 

ae ae vo aoe that good rence - sterenten A discussion with a member of the advisory staff of 

vay by companies offering better security. Yet nothing : oe oe 

i : ie et a a ET Arbon Langrish will be treated in confidence and is of 

i done to organise a properly constituted pension plan eiaven' quien thikentirah 

‘ause of apparent difficulties and a knowledge that no . 5S ; 

‘ vady-made scheme can provide a satisfactory answer. Independent of any insurance company Arbon Langrish 
- i The long experience of Arbon Langrish proves, however, have an unrestricted choice of the whole Insurance Market 
at the application of specialist knowledge to individual and provide an unbiased service. 
e 
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{ | 
‘. | is available to principals, solicitors, and accountants, on all matters relating to pension plans, ‘ Top Hat 
. schemes and estate duty problems. 
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1e ARBON LANGRISH (PENSIONS AND ESTATE DUTIES) LTD 
79 Bishopsgate, London, E.C.2. Telephone : London Wall 2366 
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Stamps are a good beginning... 


John is proud of his stamps. Each one is a 
lesson in the geography and history of our 
Commonwealth and Empire. 

He is reminded that we in Britain share a 
heavy responsibility for the welfare and 
progress of almost 70,000,000 people living 
in Crown Colonies, Protectorates, Protected 
States or Trust Territories. 

They look to us for security and leadership. 
That is our responsibility and our plain 
duty. 


How do we help — we in Industry ? 

We help by making things that they do not 
yet make for themselves. Dunlop helps also 
by large scale buying of raw materials, by 
developing rubber plantations — closely 


linked with advanced research—and opening 
up the country by the provision of tyres 
and wheels for all types of road and air 
transport. And finally as local industries 


develop and expand Dunlop is there to 
serve them. 


NO MRA©OW makes things better for everyone 
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state and co-operative farms, made it quite clear that a 
cocialist agriculture was the inevitable aim of the govern- 


ment : 
The difficulties of the regime are all the greater because 


of the confusion and disarray within its own ranks. - It has 
long been evident that the introduction of the new course 
provoked a violent debate within the inner councils of the 
p arty. Rakosi has apparently ridden the storm; but he 
still complains both of the “strong remnants of left-wing 
sectar anism ” and of opportunist right-wing distortions of 
policy. It is not surprising that the new party statutes 
introduced last March stress the need for iron discipline. 
Moreover, the party organisations throughout the country, 
especially in the villages, have proved unequal to the task of 
rallying the people behind the regime; so much was 
confirmed in so many words by Imre Nagy, the Prime 
Minister. That is why he went on to announce that a new 
People’s Independence Front was to be formed, on a 


broader basis than the old People’s Front, to act as the link 
between government and people that the Communist party 
has so signally failed to provide. 

Ir is quite probable that the regime is genuinely anxious 
to increase its popular support. It may well feel shaken 


by the vicissitudes of the past year and none too confident 
iture ; for although it can, and does, promise the 


of the 


workers that the next five-year plan, starting in 1956, will 
concentrate On improving their standard of living, it has 
not much, except hard work and short commons, to offer 
them in the meantime. 


Waiting in Hospitals 


HERE will be general approval for the Ministry of 
| Health’s circular to hospital authorities about long 


waits in out-patient departments. In the old voluntary 
hospitals an appointments system was virtually impossible. 
The doctors were unpaid and consequently not under con- 
tract to work for specified hours ; many of the patients 
had no general practitioner and used the hospitals for minor 
illnesses and routine treatment. 


All this was supposed to be changed by the health service. 
Patients would come to hospital only on the initiative of 
their own doctors. The consultants would be paid, and 

therefore attend for fixed hours each week. The 
opening of out-patient departments in the former local 
authority hospitals would spread the work more evenly. 
But, in spite of this supposed rationalisation of both the 
supply of out-patient facilities and the demand for them, 
complaints of long waits seem to be more frequent than 


would 


ever, 
This is not altogether surprising, for it is far more 


“Xasperating to come at an appointed time and be kept 
waiting an hour or so than to turn up when one likes and 


be seen alter three or four hours—a normal practice in the 
oid days. The Ministry would, however, presumably not 
have sent its circular without plenty of evidence that much 
: the present waiting time is unnecessary. Some of it is 
ue to ba 


id organisation and some to unpunctuality on the 


part : ‘he medical” staff: there is a strong hint in the 
Circular 


that some consultants take on more work than they 
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can fit in. But the hospitals and their staffs have much 
to contend with. The amount of out-patient work under 
the health service has greatly exceeded expectations ; the 
hospitals, however, have not been allowed to increase their 
accommodation or their staff to anything like the neces- 
sary extent—and will look wryly on the Ministry’s sug- 
gestion that they should employ lay receptionists to keep 
out-patients happy. Too many cases are crowded into a 
session, and several are asked to arrive at the same time, 
not from incompetence but so that facilities shall not be 
wasted by the failure of patients to turn up or by the 
disposal of a case in a few minutes. With their present 
resources some hospitals will completely eliminate waiting 
time for out-patients on the day of their appointment only 
by extending the waiting time—often too long .already— 
before an appointment can be made. 


New Drift from the Land 


T is often assumed that the prosperity of agriculture since 
| 1939 has halted the long-standing decline of the rural 
population. In fact, although villages in the vicinity of 
large towns and industrial areas have generally expanded in 
recent years, the population of the purely rural districts— 
which still cover over three-quarters of the area of Britain— 
has in most cases continued to decline. 

The problems of these areas have recently been examined 
in an illuminating report by the. Northumberland Rural 
Community Council.* Most parts of Northumberland have 
lost population in the last few years, and further migration 
will take place unless some action is taken. The number of 
regular farm workers, particularly young workers, is falling. 
This is partly the result of mechanisation, but partly too it 
follows from the lack of alternative occupations and of social 
facilities. The process is cumulative. The loss of a few 
passengers may mean the closing of a bus line, and a dozen 
children may be the deciding factor in the fate of a village 
school ; when the buses stop and the school closes, more 
families move away. The report also points out that housing 
progress since the war has been slowest, in relation to needs, 
in the remoter districts of Britain. 

The only real solution is the introduction of alternative 
occupations to agriculture. The areas in which the Forestry 
Commission has been active are exceptions to the general 
picture of decline. Apart from forestry the chief hope is to 
attract a few industries into the small rural towns. This is a 
possibility that deserves careful consideration, and perhaps 
financial backing, by the Government. The alternative— 
to ladle out numerous special subsidies to improve living 
conditions, including the disguised subsidy in running 
nationalised transport services at a loss—seems likely to be 
both costly and ineffective. A further fall in population will 
also react on agricultural production ; and it seems odd to 
spend large sums on conserving agricultural land in the 
vicinity of the towns while letting land go out of use over 
much of the country. This is another example of the 
inconsistency and pointless waste in successive govern- 
ments’ policies for agriculture and the countryside. 


* “The Rural Community,” available from 26, Trafalgar Street, 
Newcastle-on-Tyne‘l. «Price ds. 
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From Norway to Singapore 


THE WAR AT SEA, 1939-1945. 

Volume 1: The Defensive. 

By S. W. Roskill. 

Her Majesty’s Stationery Office. 686 pages. 
42s. 


ITHIN the next ten years the 

Royal Navy has to be redesigned 
and rebuilt for the tasks of the next 
twenty years. What principles and 
calculations should rule this reconstruc- 
tion is a matter of deep perplexity and 
keen dispute, in which memories of what 
was required of the navy only recently 
are sometimes less vivid than imaginings 
of what will be required of it in the 
future. Here in Captain Roskill’s first 
volume—and in the two which are to 
follow it—is the stuff for study of the 
permanent factors in British maritime 
strategy and for a judgment of how much 
it should undertake on its own and how 
much it should rely on allies. 

In this part of the narrative, which 
ends with the disasters in the Pacific in 
December, 1941, Britain is fighting virtu- 
ally alone against two naval powers, each 
able to challenge its command of the sea 
with land-based aircraft as well as with 
surface ships and submarines. It is a 
most ominous story of narrow squeaks 
and overstrain, with the navy being 
diverted time and again from its proper 
tasks by failures on land, or handicapped 
by the Air Ministry’s tardy understand- 
ing of the ways in which an imperial 
island power must keep control of the 
sea routes. Norway, Dunkirk, Crete, the 
siege of Malta, Oran, Dakar, the hunting 
of the Bismarck and the German battle- 
cruisers, Matapan, Singapore—and on 
top of all that the ceaseless battle in the 
Atlantic, along the coastal routes, and in 
the very ports and estuaries of these 
islands—these are Captain Roskill’s 
themes. 

He is a good narrator and gives his 
verdicts on the main operations with 
judicious boldness. Some of them, 
indeed, might have been sharper on the 
evidence that he provides ; for example, 
he has found no explanation of why the 
Prince of Wales’s mission to Singapore 
was not reviewed on her arrival at Cape- 
town as had been agreed between the 
First Sea Lord and the Prime Minister ; 
nor does he direct any rebuke at those 
who sent this ship in pursuit of the 
Bismarck with her radar not working 
properly, her 14-inch armament faulty, 
and her ship’s company not fully efficient. 
He might with advantage have been more 
outspoken in what he says of Churchil- 
lian interference in the Norwegian 
operations and in his review of the 
Cabinet’s instructions for dealing with 


the French fleet. But this is an official 
history, and those who wish to praise or 
blame can read between the lines. 

The great virtues of the book are its 
clarity and arrangement. Its moral is the 
danger of economies and complacency in 
peacetime, and the need to bring air 
power—wherever possible under naval 
control—to the assistance of ships. One 
wonders whether Bomber Command, 
Coastal Command and the Navy are now 
better co-ordinated in essential respects 
than they were in 1940 when 

the command which carried out recon- 

naissance work possessed no striking 

power, and the command which 
possessed striking power lacked the 
equipment and special training needed 
to find targets or, if the target was 


located, to strike with weight and 
accuracy. 
In short, could Bomber and Coastal 


Commands now locate, identify and deal 
with the Sverdlov cruisers, if necessary? 

Then there is the question of bases. 
Millions were spent uselessly on Singa- 
pore ; but Malta, Gibraltar, Alexandria 
and even Scapa were quite inadequately 
defended. The Home and Mediter- 
ranean Fleets could never relax in their 
bases. Singapore is still costing money, 
while Portsmouth, Chatham and Devon- 
port are being maintained as major bases 
within easy missile range of the 
continent. 

One feature of this history is of special 
interest. Captain Roskill has had the 
German naval archives at his disposal 
to check all facts about major operations. 
Here, therefore, is virtually the whole 
truth about the U-boat war and about 
the sinking of the Graf Spee and the 
Bismarck; he is able to compare 
Admiralty estimates with facts about the 
Germans that have hitherto been secret. 
We know now that Hitler planned to 
have by 1942—his original date for 
starting war—1I3 battleships, 33 cruisers, 
4 aircraft carriers, 250 U-boats and a 
large number of destroyers, all modern 
ships. Against such a force the task of 
the Home Fleet—which gets so little 
credit for its wartime exertions—would 
have been perhaps beyond its strength. 

On two major points of dispute this 
volume is inconclusive, although sensa- 
tional reviews have suggested the oppo- 
site. Captain Roskill is critical in 
several places of Admiralty control over 
operations at sea; but what he says 
against that control in the case of Norway 
has to be balanced against what he says 
in its favour in the case of the Bismarck, 
when the Admiralty’s work in intel- 
ligence, co-ordination and direction was 
brilliant. Likewise on intelligence ; it is 
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true that the first year of operations often 
found the Admiralty at a loss to 


track of German warships or to ¢: Bes 
German intentions. But intellivence 
quickly improved and both the convoys 
and their escorts owed much to it during 
1941. For a final judgment in these 


matters it will be necessary to sce what 
Captain Roskill has to say in his next two 
volumes. It is, incidentally, a pit, 
the first two volumes of the war 
on Grand Strategy have not come 
the same time as the campaign histories. 
so that the reader could keep a sense of 
perspective. It should be some 
Minister’s business to see that publica- 
tion is not unduly delayed by criticism, 
sensitivity and private interests “s 
high level.” If history is to be written 
so soon after the event, participants 
should be ready to accept the kicks as 
well as the laurels. 


that 
history 
ut at 


Divided France 


DEATH OF THE FOURTH 
REPUBLIC. 

By Ronald Matthews. 

Eyre and Spottiswoode. 318 pages. 18s. 


—e France of 1953,” writes Mr 
Matthews, “ is no sort of place for 
those who have not safely stifled the 
dreams and the hopes of the Liberation.” 
His excellent book is the tale of the 
reverses that befell the men of the 
Resistance who tried to renovate France. 
The premiership of M. Pinay in the 
spring of 1952 marks, for Mr Matthews, 
the death of the new regime inaugurated 
by the great reforms of General de 
Gaulle’s provisional government and 
institutionalised in the 1946 Constitution. 

The author regards the rejection of 
austerity and the bungling of the Indo- 
Chinese problem as the two greatest 
disasters of the period 1944-1947. In 
January, 1945, M. Mendés-France pro- 
posed an exchange of the note-issue ; the 
freezing of bank accounts ; measures to 
catch war profiteers; and a_ balanced 
budget. Instead rationing broke down ; 
the black market flourished ; there was 
soon a §0 per cent increase in wages ; 
prices soared ; and new money had to be 
printed. Inflation was thereafter to be 
the meat and drink of the Communists, 
who could make the difficult transition 
from patriotic resistance party to a per- 
manent revolutionary opposition that 


struck blow after blow at the new 
Republic’s heart. 
What Mr Matthews calls “the 


Cerberus-headed government” of /a:que 
Socialists, Catholic MRP and fossilised 
Radicals, which administered France 
from 1948 to 1952, could do nothing but 
preside over industrial and agricultural 
stagnation saved from outright decay >Y 
large injections of American aid. [1s 
immobilisme could only perpetuate tc 
divisions of the people. Its fruits abroac 
were an equivocal, or rather multivoca!, 
Indo-Chinese policy, of which the one 
undisputed reality was a roaring trade in 
black market piastres ; and the calamitous 
satrapy of General Juin at the Rabat 
Residency, which did more than anything 
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fan the flames of Moroccan 
sm. 
ithor’s narrative is that of an 
ed, fair-minded. and idealistic 
En an, who is indignant at the 
>. done by Frenchmen to French- 
is here that doubts about the 
ns of his judgment sometimes 
r Matthews is aware that France 
politically. umsuccessful for 
hundred years; but he never 
isk whether amy French national 
d have achieved or can achieve 
mong Frenchmen. When it 
politics, it is innate attitudes 
and the Gallic ones‘ are 
destructive.. Clarity is too apt 
o fe anarchy (was not the Fourth 
Re really pre-destroyed by the 
cl ers and professors. of the 
Thi panache to irresponsibility ; 
ref donism to narrow horizons and 
a di for change, The cohesive stuff 
of « ctive politics, the stamina-giver, 
is ing less conscious than logic ; 
and, in these complicated times, some- 
simple than the classical 
politic ‘ntiments. Whatever it is the 
Frenc ck it. 
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:mographic Turning- 
Point 
FRITY AND PARENTHOOD. 


By J. A. Banks. 

Routledge and Kegan Paul. 240 pages. 21s. 
International Library of Socio- 
y and Social Reconstruction has 


to its credit a list of volumes possessing 
imp! : merits of profundity, origin- 
ality and scholarship. Their greatest 
admire: however, ‘would hardly 
attrib to them, in addition, a high 
entertainment value and the qualities of 


a good bedside book. 


Parenthood ” 


“Prosperity and 
miraculously achieves this 


perfect left-and-right. It is a highly 
serious study—as its subtitle indicates— 
of “family planning among the Victorian 
middle classes”; a close historical and 
analytical examination of the almost 
universal thesis that rising standards of 


living mean smaller families. It is also 
a wonderful olla podrida of domestic and 


social lore, a companion to history and 
literature, with the charm of an old 
volume of Punch or a canvas by Frith. 
The life of Anthony, Trollope is used as 
a case study ; there are delectable quota- 
ions trom women’s magazines, annuals, 
domestic handbooks, and such esoteric 
monographs as the “History — of 
Coaches” (1877), the cost of crinolines, 
the social hierarchy of the servants’ 
hall, ‘nursery menus, ¢arriage harness, 
best bedrooms... » Orie might be 
reading a source-book for Miss Mar- 
ghanita Laski’s “Victorian Chaise= 
Longue,” or documenting oneself on the 
home lite of the Pontifexes. * 
wae * Say;  enteeniaetient is not 
ject ; all the delect- 
= lit-bits (though there is no mistaking 
a with which he introduces 
ie a bearing on his main 
in : Hs of the middle-class 
dae ‘dard and the parallel evolu- 


vrudential attitude to family 





size. One can speak of parallel evolu- 
tion ; it is not, he-concludes, scientifically 
justifiable to speak of cause and effect. 
The “standard. of- living” is far too 
loose a concept—the standard achieved 
and the standard conventionally aspired 
to may be, for instance, very different 
things, and a divergence between them 
can be far more important than their 
absolute level. Moreover much depends, 
in this context, on the components of 
the standard ; the fact that, as shown 
here, the late-Victorian middle class was 
taking out a larger and larger proportion 
of its standard in education and profes- 
sional training, whose cost varied directly 
with .the number of children, obviously 
strengthened their incentives to 
prudence. The beginnings of the 
emancipation of women ; the first far-off 
rumblings of the Servant Problem ; the 
impact of the depression of the last 
quarter of the century on-a class whose 
appetite for material well-being had 
grown with what it fed on through 
a generation of rapidly mounting pros- 
perity; all these influences worked 
in the same direction—and the means 
of family limitation were, if not 
precisely ready to hand, at all events 
not unknown after the Bradlaugh-Besant 
case. If it is hard to judge just what 
did change Victorian family habits, it 
is even harder to take a line through the 
nineteenth century to the twentieth. If 
the circumstances of the middle class 
enjoined a prudential family limitation 
in the mid-seventies, what do they enjoin 
now? Women are more emancipated 
than ever, servants practically non- 
existent, education and professional 
training a bigger burden on the budget, 
the divergence between the material 
lot of the bachelor and the family man 
or woman is wider than ever, and the 
slight economic chill of the 1873 depres- 
sion appears negligible beside the Ice 
Age of today’s social revolution. Yet 
the middle classes, astonishingly, marry 
a good deal younger than they did a 
generation ago, and produce rather more 
children. - Any twenty - first - century 
successor to Mr Banks will have a very 
hard time indeed. 


Liberal Optimist 
ESSAYS WITH A PURPOSE. 
By Salvador de Madariaga. 
Hollis and Carter. - 199 pages. 15s. 
NE would certainly not expect an 
author of such distinction to write 
without purpose. The essays: have, 
indeed, many purposes, since they are 
addressed to a variety of audiences at 
varying times and places, with a certain 
amount of repetition and some contradic- 
tion that could have been avoided by 
more careful editing. Nevertheless there 
remains a constancy in bias which might 
fairly be called the de Madariaga climate 
of opinion, which epitomises what is best 
in the liberal spirit and balances the 
materialism of the Le‘t and the nostalgia 
of the Right with a stimulating faith in 
the immense possibilities for good 
inherent in modern scientific discoveries. 
The author believes that the modern 
dilemma is the reaction of human nature 
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Fire in the Ashes 


EUROPE IN .MID-CENTURY 
By THeopore H. Wuirte 


There can be few who fully under- 
stand what has been happening all 
over Europe since 1945. This book 
has been written to make intelligible 
to all who will read, the complex 
problems which have been and are 
being faced there, and the solutions 
to those problems. It is not an 
economic treatise, nor does it make 
play with vast incomprehensible 
figures. It seeks to translate figures 
into deeds and problems into human 
experience. For the first time it is 
possible to see, as a whole and in true 
perspective, the picture of Europe 
rising from the ashes of despair. 


iS/- net 
Strategy 
for the West 


By Marshal of the R.A:F. Sir Joun 
SLESSOR, G.C.B., D.S.0.. M.C. 


In the midst of public clamour for 
the suppression of the H-bomb, Sir 
John Slessor argued on the Television 
programme devoted to the subject; 
that the H-bomb was, in fact, the 
greatest insurance for peace -which 
man has yet devised. It is this 
conviction which underlies the 
strategy which he proposes for the 
Western World in this fascinating and 
confident book. 9/6 net 
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against the exacting claims made upon it 
by reason and by liberty during the nine- 
teenth century ; that political standards 
must recognise the primacy of man’s 
spirit ; that creative work and moral deci- 
sions can only emanate from free indi- 
viduals in a free society ; and that the 
core of freedom is enlightened choice. He 
shows an invigorating scorn for quanti- 
tative mass democracy which ‘results in 
the extinction of the out-of-the-common 
man by mediocracy—a moral destruc- 
tion which he finds more terrible than 
the threatened physical destruction of 
atom warfare. 

As might be expected, the most satis- 
factory essays are about Spain. Sefor de 
Madariaga likes to jolt us into attention 
by unusual premises, and begins this 
section by roundly stating that the dis- 
covety of America was a disaster for 
Spain in that the Spanish genius was 
thus deflected from its natural future to 
the south. He rapidly sketches in a 
geography manqué, with Mexico in 
Morocco, Colombia in Algeria, Peru in 
Tunisia, Chile in Egypt, Argentina in 
Asia Minor, and the Mediterranean a 
Spanish sea. The British Common- 
wealth is then fitted into South 
America with a resultant “ natural har- 
mony of world destinies ” and an Anglo- 
Spanish alliance that “would have be- 
come the chief arch of the Western 
world.” In a_ similacly provocative 
spirit he undermines heroics about the 
duel between Cross and Crescent, pre- 
senting the Cid, himself, as a soldier of 
fortune rather than the paladin of 
Christendom. Another sleight of argu- 
ment manoeuvres the responsibility for 
the Jewish persecution and expulsion on 
to the Jews themselves, and refutes 
“time honoured ideas” by assigning to 
them a major role in the setting up of the 
Inquisition. The logic seems to be that 
the individualistic Spaniards could not 
have maintained the persecution or the 
Inquisition but for the influence on the 
Spanish blood stream of Jewish persis- 
tence. 

The last essay makes merry over the 
British claim to be a practical people 
while they continue to entangle them- 
selves in a jungle of weights and mea- 
sures, remain stubbornly blind to the 
advantages of a Channel Tunnel, refuse 
to standardise the spare parts of cars 
with American production, and wallow 
in the complications of unreformed 
spelling. 


Philosophical Pellets 


AN INTRODUCTION TO POLITICAL 
PHILOSOPHY. 
By A. R. M. Murray. 
Cohen and West. 240 pages. 12s. 6d. 
sc * a short and simple phrase is 
required to describe the essential 
purpose of political philosophy as com- 
monly understood, the justification of 
government would seem to meet the 
need.” So begins the final chapter of 
Mr Murray’s short and simple “ intro- 
duction.” And certainly the theme 
developed throughout the book—the 
justification of government—serves as a 
criterion of relevance for selecting 


snippets from the history of political 
thought. It enables the author to deal 
briefly and clearly with the views of 
those thinkers from Plato to Marx who 
jostle for attention in countless courses 
on the history of political ideas ; it also 
enables him to combine a fair amount of 
philosophical clarification with historical 
exposition. So many books on the history 
of political philosophy are all history and 
no philosophy. 

Mr Murray has written a sensible, 
competent and singularly unexciting 
introduction which will serve the valuable 
purpose of presenting at least one 
philosophical problem to students in a 
way that does no great violence to history. 
But are there not enough introductions 
of this sort on the market ? Is the bird’s- 
eye view method the most stimulating 
way of introducing the imaginative 
discipline of philosophy ? Or does the 
author aim only at helping students 
through an examination paper in a sub- 
ject about which they have not enough 
time to get excited? The light that 
illuminates the familiar, well-worked 
landscape is the glow of the setting sun. 
But must the extra-mural student, to 
whom the book is explicitly addressed, 
always have to make do with the philo- 
sophical pellets of an era that is passing ? 


American Historian 


CHARLES A. BEARD : AN APPRAISAL. 
Edited by Howard K. Beale. 

University of Kentucky Press. 322 pages. 
$4.50. 


R CHARLES BEARD was one of 
the very few American historians 
who was able both to write and to inter- 
pret historical data. As an original 
scholar, a man of progressive ideas and a 
valiant champion of free thought, he 
was respected by his colleagues and 
friends at home and abroad. To the 
European observer, Dr Beard was among 
the most distinguished of American con- 
tributors to the social sciences, ‘his great 
merits being his refusal to submit to the 
passion for specialisation which has been 
one of the worst features of American 
scholarship, and his ability to make his- 
tory and politics interesting to the 
ordinary reader without departing from 
the exacting demands of critical scholar- 
ship. In order that this appreciation 
might be recorded, several of his closest 
associates decided to prepare a series 
of essays which would together consti- 
tute an appraisal of his influence upon 
American history and political thought. 
Although the authors of this volume 
were agreed upon the value and the 
significance of Dr Beard’s contribution 
to American creative historiography, 
those who disagreed with the view point 
of several of his books, particularly the 
later ones on foreign policy, were more 
numerous than those who shared his 
intellectual position. Of Dr Beard’s 
voluminous writings over nearly half a 
century, perhaps the most controversial 
are his early works on the economic 
interpretation of American history and 
his later studies of United States foreign 
policy. 
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The economic determinism of p; 
Beard’s early writings, if not strictly 
Marxist, was surely revolutionary in the 
view of his more orthodox and tradi. 
tionalist colleagues. As Mr Max | emer 
explains in his essay, he was testing oyt 
a theory which, if-it proved able 
would show that “ the real dynamiicm of 
American history was the conflict of 
group and class interests—a conflict s9 
profound that it operated even in the 
sacred area of the framing and ratificg- 
tion of the Constitution itself, and in the 
minds of the most sainted and revered 


men of American history.” In his 


to prove that the Constitution owed 


character to those property owners 
whose economic interests were gravely 
threatened by the economic ins¢_urity 
under the Articles of Confederation. He 
argued that the Fathers of the Ccastitu- 
tion produced “an economic document 
based upon the concept that the funda- 
mental private rights of property are 
anterior to Government, and morally 


beyond the reach of popular majorities.” 
In effect, Mr Lerner says, he regarded 
the “laissez-faire mumbo jumbo” as 
“an effort to clothe the property in- 
terests of a plutocracy with the sanctity 
of a taboo.” 

On foreign policy issues, Dr Beard 
also aroused a storm of controversy: as 
a confirmed nationalist and isolationist, 
he attacked the imperialists for being out 
for money and markets, and the inter- 
nationalists for being out to save the 
world. In his last writings—“ Foreign 
Policy in the Making, 1932-1940” and 
“President Roosevelt and the Coming of 
the War, 1941 ”—he lost a considerable 
proportion of his followers by waging 
an unceasing but fruitless campaign to 
convince his public that President 
Roosevelt, frustrated by the economic 
dilemma at home, was manceuvring the 
country into war. It was most unfor- 
tunate that a man who had devoted the 
greater part of his life to furthering the 
cause of freedom, reform and procress 
should have ended such a distinguished 
career by championing a cause which 
was associated with the worst forms of 
reaction and isolationism. Dr Beard 
failed to see that the democracy and 
freedom which he so keenly desired were 
indivisible: they could not be preserved 
at home while they were in danger of 
annihilation abroad. 


Books Received 


THE Hospitats YEAR Book, 1953-54 

Edited by J. F. Milne. 

The Institute of Hospital Administrators. 
The price of this publication is 2 gu:neas, 

not 5 guineas as stated in our issuc of 

May 29th. 

EcoNoMIC SurvEY OF LaTIN AMERICA, 

1951-52. 

United Nations and Her Maestys 

Stationery Office. 

232 pages. 17s. 6d. 


Tre INDIAN LAND PROBLEM AND LEGISLA- 
TION. 

By G. D. Patel 

N. M. Tripathi, Bombay. 

550 pages. 30s. 
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American Survey 


AMERICAN SURVEY is prepared partly in 
the United States, partly in London, 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 
the editorial staff in London, 


The Oppenheimer Decision 


Washington, D.C. 


i Soe tragedy of Dr Robert Oppenheimer, the atomic 
expert who has been found, by a special board of 
inquiry, to be “loyal,” “discreet” and yet a “ security 
risk” who should not be trusted with secret government 
information, seems to many in Washington to be also the 
tragedy of Mr Gordon Gray. Little was known of Mr 
Thomas Morgan, the other member of the three-man board 
who joined Mr Gray in signing the majority report. But Mr 
Gray has been in and out of Washington for some years, 
always ready, in the tradition of the best public servants, 
to accept unpleasant jobs from which those with political 
aspirations had fled. It was in this spirit that he undertook 
the thankless task of chairman of the Personnel Security 
Board which inquired into this case for the Atomic Energy 
Commission, and it was probably his courage and his 
insistence on facing issues that led him and his colleagues 
into the trap of making claims of competence, on behalf of 
the government and of themselves as agents of the govern- 
ment, in areas where man—democratic man, at least— 
seldom ventures. 

From the beginning, the board’s task was probably an 
impossible one because its members were being asked to 
review, within the terms of a presidential order, a case which 
was not susceptible to interpretation by such rigid standards. 
At one point, they asked the question: “ Can a different test 
for security purposes be justified in the case of the brilliant 
technical consultant than in the case of the stenographer or 
clerk?” Their answer was that “ such a distinction can be 
justified only on the ground of critical national need and that 
otherwise there can be but one standard for all.” And they 
decided that, as Dr Oppenheimer’s services as a consultant 
were used by the Atomic Energy Commission for only two 
and a half days in 19§3, there was no longer any need to 
invoke the doctrine of “ critical national need” in his case. 

But they took no notice of the equally valid point made 
by the editors of the Bulletin of Atomic Scientists that 

it seems to us a breach of faith on the part of the govern- 

ment to call upon a man to assume such heavy responsibility 

in full k nowledge of his life history and then, after he has 
demonstrably done his best, and given the most valuable 
services to the nation, to use the facts to cast aspersions 
on his integrity, 
The board disposed of the argument that Dr Oppenheimer 
had been placed in “ double jeopardy ” by saying that this 
Was a new kind of review, that it was the “only time that 
all of the available evidence regarding Dr Oppenheimer has ’ 
been correlated and presented in a package ” and that, since 





his last clearance in 1947 “new security standards and 
criteria” had been published. 

There was also the allegation concerning his opposition to 
the hydrogen bomb, which the report refers to, as a further 
point in the “double jeopardy” argument, when it says 
that “ viewed against the background of earlier history, the 
conduct of the individual subsequently to 1947 has been 
such as to raise questions of security risk.” But, as Mr 
Lloyd Garrison, Dr Oppenheimer’s lawyer, pointed out, all 
the charges about “improper action” while the critical 
decision about the bomb was being taken, and during the 
early stages of its development, were disproved. 

There seems little doubt, indeed, that the decision of the 
majority of the board was influenced less by the allegations 
about the scientist’s attitude to the hydrogen bomb than by 
the “ package ” of proven, and admitted, allegations about 
his earlier actions and associations which, the two members 
must have felt, could now be considered on their merits 
rather than dismissed on the grounds of national interest. 
As the Federation of American Scientists said, the board 
itself realised that the case was re-opened not because of any 
change in Dr Oppenheimer but because of a change in 
security regulations and in the climate of national opinion. 
The board may also have been influenced by the realisation 
that, if it were to clear Dr Oppenheimer, most other govern- 
ment employees who have been dismissed because of their 
past Communist associations would demand to have their 
cases re-opened. 


Perhaps as a result of this dilemma, two new standards, 
not of loyalty, or even of security, but of acceptability for 
employment, were introduced and Dr Oppenheimer failed 
to meet either. The majority of the special board found 
that 


if Dr Oppenheimer had enthusiastically supported the 
thermonuclear programme either before or after the deter- 
mination of national policy, the H-bomb project would 
have been purstied with considerably more vigour [and he] 
would perhaps have encouraged other leading scientists to 
work on the project. 


And it decided that certain incidents “clearly raise the 
question of Dr Oppenheimer’s understanding, acceptance 
and enthusiastic support of the security system.” “‘ He has 
repeatedly exercised,” Mr Gray and Mr Morgan went on, 
“an arrogance of his own . . . which has frustrated and at 
times impeded -the working of the system.” 
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This is the first time that it has been suggested that every 
government employee or consultant must give his “ enthu- 
siastic support ” to what many people consider an extremely 
dubious programme for ensuring the security of the United 
States. As Mr Garrison inquired: 


How can a scientist risk advising the government if he is 
told that at some later date a security board may weigh in 
the balance the degree of his enthusiasm for some official 
programme ? Or that he may be held accountable for a 
failure to communicate to the scientific community his full 
acceptance of such a programme ? 


Mr Gray and Mr Morgan must have been worried by the 
implications of what they were doing because, in the intro- 
duction to their report, they discussed with mounting 
uneasiness the whole problem of security in a free society 
and expressed the hope that 


some day we may return to happier times when. . . security 
will cease to be a central issue, man’s conduct as a citizen 
will be measured only in the terms of the requirements of 
our national society, and there will be no undue restraints 
upon freedom of mind and action and loyalty and security 
as concepts will cease to have restrictive implications. 
But, while waiting for those “happier times,” they must 
justify their claim to be able to weigh degrees of enthusiasm. 

The justification is a remarkable one. They complain 
of Dr Oppenheimer’s arrogance, but it is doubtful whether 
anything could be more arrogant than their assertion that 
“we believe that.it has been demonstrated that the govern- 
ment can search . .. the soul of an individual whose 
relationship to his government is in question.” This is a 
shocking claim to make on behalf of the State—a claim of 
divine prescience which even the totalitarians do not bother 
to put forward. 

Nevertheless, the members of the board deserve sympathy 
for their courage in tackling a job which should never have 
been given to them. The Atomic Energy Commission itself 
still has to decide whether it should accept the board’s 
reluctant recommendation and it surely did not require the 


time and energy of three distinguished men to discover . 


whether Dr Oppenheimer was a “ security risk ” according 
to the narrow standards laid down for the screening of 
typists. Of course he was. The issue is whether, as a 
matter of national policy, Dr Oppenheimer should be em- 
ployed regardless of those standards. There is only one 
man in the United States who could accept the responsibility 
for making that decision—the President. 


Waiting for Allies 


HE gloomy impatience in Washington at the lack of an 
allied policy for South East Asia springs both from 
the depressing reports from Indo-China and Geneva and 
from the approaching end of the congressional session. 
Members are afraid that adjournment may be delayed by 
another great debate on foreign policy ; it seems possible 
that their fears may be justified, since the President has 
promised not. to’act in Indo-China without ~eonsulting 
Congress, since Congress itself is reluctant to give him a 
blank cheque to be used.as he thinks best, and since a 
renewed effort to restrain Communist expansion in the area 
can hardly be postponed until after the November election. 
At his press conference this week the Secretary of State 
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insisted, as the President had a week earlier, that + 
as yet no plans for asking Congress to authorise | 
intervention in Indo-China. Mr Dulles explained 
only proposals so far were for united action ; 
although progress was being made, these proposal: 
yet been accepted by the other interested countric 
tunately, this excuse may win support for those \ 
once more been advocating that the United Stat: 
“go it alone” in the Far East. While Mr D: 
admitted to Senators that in an emergency this | 
necessary, he stressed that it could only be a | 
and was not being considered at present. Mr K 
the Republican leader and Far Eastern expert in th 
who is pressing for an immediate decision on In 
believes, probably rightly, that if the United Stat 
lead, most of its allies would inevitably follow. 
But it is partly because. many of these allies sus; 
such a lead might take the form of an atomic at 
agreement on united action has been difficult to rea 
military implications of such action are now being 
out at a five-power. conference in Washington 
reported, however, that there is a difference of 
among the United States Chiefs of Staff themsc’ 
whether naval and air operations would be adequat: 
thing which the United States, with the help of 


weapons, might conceivably undertake alone, or w! 


American troops must also be sent if the Commun 
to be checked in Indo-China. The latter is hardly po 


practicable at the moment and probably never would 


unless full allied participation were assured. 


Housing Escapes 
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HERE was never any serious doubt that the President’s 
housing programme would survive its journey through 


Congress. For he took it over, with the addition o! 


extra emphasis on private enterprise in -building, fro: 
ll the 


Democrats on whose votes depend in practice nearly 
Administration’s congressional majorities, - Furth 
few Republicans would dare knock on the head a progr 
which supports prosperity so satisfactorily, as ha 
shown by the continued failure of the construction | 
to decline with the rest of the economic indicators. 


Nevertheless the legislation has this year faced as ™ 
perils as the heroine of a serial film. At the end of th 


reel it was left by the House of Representatives v 
the important section authorising the federal governm 
participate in public housing undertakings. 
observers expected that these provisions would be ™ 
by the Senate in the second reel, as has always ha; 


in the past. But just as this was about to be done, an 


threat appeared, in the form of a Supreme Court d 
against racial segregation in federally-supported 

housing projects. This drove Senator Maybank of 
Carolina to oppose federal aid for public housing ; 
tionally he and other southern Democrats had been it: 
advocates. 


the legislation, unpopular with many Republicans, *: 


to be in serious danger. It was saved by the Repub 
leaders who rallied their party in order to give the Pre»: 
an important victory, and authorise the starting of 3: 


public housing units a year for four years. 
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launched: 27 


Austin of England introduced the idea of the British light 
car to the American market. They did this in 1948. 

They did this initially through the advertising pages of 
The New Yorker Magazine. Very first year in the market 
Austin sold more than 8,500 cars. 

They have been selling cars ever since. 

They have been advertising in The New Yorker ever 
since. So, too, have many other makers of imported cars— 
an advertising classification in which The New Yorker 
leads handily as this new motoring fancy has taken hold 
in the United States. Afoot, om horseback, or in a motorcar, 
New Yorker readers are the people other people follow. 


Have you an idea to launch ? 


sells the people other people follow 


NEW YORKER 


21 GROSVENOR ST., LONDON, W.1 
GROsvenor 5248 
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Meanwhile, however, the rest of the housing programme 
had been menaced from an entirely new quarter. Serious 
scandals were discovered in the Federal Housing Adminis- 
tration ; this agency is responsible for most of the loan 
guarantees and mortgage insurance schemes by which the 
government encourages private building and which the 
President wanted to make more liberal. Luckily, however, 
these scandals were bipartisan, having occurred under the 
previous as well as the present Administration, and there- 
fore the matter did not become a political issue. The 
Housing Bill finally emerged from the Senate with various 
additions designed to prevent a repetition of the abuses, 
which the FHA itself had already dealt with drastically, but 
also with most, although not all, of the changes the President 
had asked for. Exactly how happy an ending of the housing 
story has will be decided in the third reel, the conference 
between representatives of the House and Senate, who must 
agree not only on the anti-scandal clauses but also on the 
public housing question, which will be more difficult. 


Stockpiling to the Rescue | 


HE Administration’s revised and extended stockpiling 

policy, outlined two months ago by President Eisen- 
hower, is at last taking concrete shape with the announce- 
ment that the government will now enter into contracts 
for the purchase of lead and zinc. These two metals are 
among the 30 to 40 strategic materials which qualify 
for government support under the new programme; it 
conveniently combines greater preparedness for war with 
the rather more pressing need to “keep some kind of 
floor” under the domestic output of key commodities. 
Indeed, lead and zinc prices have rallied in recent weeks, 
partly in anticipation of this move and partly because 
domestic consumers fear a possible tariff increase later in 
the year. No details have yet been given of the quantities 
to be purchased, nor has the Administration specified the 
other metals and minerals which it intends to stockpile in 
the new fiscal year ; chrome, tungsten and manganese are 
thought to be high on the list. 

The latest semi-annual report from the Office of Defence 
Mobilisation, which has just been released, states that the 
original goal, for a stockpile worth $6.8 billion, was three- 
quarters of the way to realisation at the end of 1953. Under 
the new policy, the stockpile is expected to reach a total 
value of around $8.8 billion in the course of the next 
few years. The speed of accumulation will depend largely 
on the extent to which the government decides to “ prop 
up” the markets for individual materials. While most 
of this spending will go to help domestic producers 
of minerals, the present attempt to barter surplus farm 
products against imports of strategic materials will also 
add to the stockpile ; in the second half of last year such 
exchanges were valued at $13.8 million. Annual expendi- 
ture on the stockpile has declined steadily since the end of 
the Korean war, dropping from $919 million in the fiscal 
year 1953 to an estimated $770 million in the 1954 year 
ending this month. The budget for the coming year 
allocated $585 million for this purpose, but the Administra- 
tion is now expected to ask Congress for a substantial 
supplementary appropriation to carry through its extended 
policy. 
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More Security for More People 


T is because they would like to copy the Democrats’ 

record of twenty years in power that the Republicans 
have developed so much enthusiasm for copying, and 
improving on, something that they once detested as the 
archetype of the New Deal—the social security syster for 
which the Democrats were responsible in 1936. The House 
of Representatives, with only éight dissenting votes, has 
just approved an important extension of the federal scheme 
for old age and widows’ pensions, following almost 
exactly the recommendations of the Administration, and 
there is little doubt that the Senate will do the same before 
long. The President has, therefore, every reason to believe 
that he will be given a comforting slice of his legislative 
programme in time to put at lease an extra $5 a month 
on the plates of some 6 million elderly voters just before 
they go to the polls next November. Furthermore, the new 
Bill would permit workers who retire officially at 65 to 
earn more than is allowed at present without sacrificing 
their insurance benefits. 


About ten million additional job holders would be 
brought into the scheme, so that almost the entire working 
population would be covered by this or some other pro- 
gramme. The chief group still excluded would be casually 
employed agricultural labourers ; state and local govern- 
ment workers can come in if they and their employers 
choose, and a number of other groups, such as clergymen, 
are included on an optional basis. But many professional 
workers, dentists, architects, lawyers and engineers, are 
obliged to join, an element of compulsion that was too much 
for the American Medical Association. The House agreed 
that doctors need not keep up with the times and left them, 
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and also policemen and firemen, out of the scheme. By far 
the largest self-employed group now to be included are the 
farmers ; perhaps luckily for the Republican party, the 
election will be over before they have to start paying for 
their new privilege. 


These pensions are financed at present by a tax on both 
employer and employee, of 2 per cent each, or of 3 per cent 
on a self-employed person, on earnings up to a maximum 


of $3,600 a year. To provide for the growing burden as 
more people become old enough to qualify for benefit 
payments, these taxes were already scheduled to go up 
gradually between 1960 and 1970 ; to cover the additional 
cost of higher benefits and increased coverage, the House 
Bill raises the maximum sum on which social security taxes 
are levied to $4,200 a yéar and requires a further increase 
in the percentage rate in 1975. In thus insisting on main- 
taining the insurance fund on an actuarially sound basis, 
with benefits related to average earnings, the House has 
rejected the recommendations of several business groups 
that pensions should be paid at a flat rate and met out of 
current contributions. 


Depletion Allowances 


New York. 


HE Senate Finance Committee’s discussions of the 

omnibus tax reform bill are providing this year’s 
platform for the recurrent political debate on the merits 
of the tax relief known as “ percentage depletion ”—a tax 
allowance supposed to compensate for the gradual exhaus- 
tion, or depletion, of a natural resource. Under this 
method, a certain percentage of gross income is exempted 
from tax without reference to capital costs, in contrast to 
the “cost depletion” formula, which is similar to the 
depreciation allowance by which other businesses recover 
the capital cost of plant and equipment over a period. 
Percentage depletion has been applied mainly to the pro- 
duction of oil and natural gas. In the oil industry, a rate 
of 27) per cent of gross income is permitted, subject to a 
maximum of 50 per cent of net income, and it is used 
whenever the benefit would exceed that derived from the 
normal cost depletion method. 


Since in this industry such tax benefits on a profitable 
property may be large and may continue after the entire 
cost of that property has been recovered, it is frequently 
claimed that depletion allowances have given oil producers 
an unfair advantage over the rest of American industry. 
Such comparisons, however, are misleading. For producers 
must replace not only their capital equipment but their 
wasting assets—their oil reserves—and must do so at a 
steadily rising cost and in the face of great uncertainties 
and financial risks, Out of every nine “rank wildcat” 
exploratory wells drilled, eight on the average are “dry 
holes,” and only one in every 44 wells taps a really profitable 
field with over a million barrels of reserves. It is therefore 
4S a incentive payment, as a reward for risk-taking, that 
Percentage depletion must be justified. And since the 
‘ssential nature of the incentive is to hold out big prizes 
to the successful, it is to be expected that the tax benefits 
will be heavily concentrated in the hands of a relatively 
‘mall group of highly successful men. The reactionary 
Political ventures of the more notorious Texan oil million- 
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aires have been held up to scorn as the fruits of an inequit- 
able tax system ; but these men became rich in the first 
place not because of percentage depletion, but because they 
struck the most oil. 

Critics, of whom Mr Truman is a notable example, admit 
that the device has achieved its object—the stimulation of 
exploration and development—although this might have 
been accomplished at rather less cost to the ordinary tax- 
payer. However, the Senate Finance Committee, instead 
of attacking this method of tax relief, has suggested that 
it be more widely applied. If these proposals are adopted, 
producers of some 27 minerals of strategic importance— 
excluding coal—will become eligible for higher depletion 
allowances. 


Waters Over Texas 


FROM A CORRESPONDENT IN DALLAS 


YEN though the unusually severe drought in Texas has 

now broken, there is a perennial shortage of water in 
this state. To meet this problem, the Bureau of Reclama- 
tion of the Department of the Interior has proposed a huge 
new system for spreading the state’s supply of water. The 
main feature of the scheme would be a 450-mile canal be- 
ginning at the Sabine river on the Louisiana boundary, 
running parallel to the Texas coastline some sixty miles 
from the sea, intersecting the lower courses of the Neches, 
Trinity, Brazos, Colorado, Guadalupe and Nueces rivers, 
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and extending almost to the channel of the Rio Grande on 
the Mexican border. The canal, which would be approxi- 
mately 200 feet wide, would flow towards the south-west 
at an average altitude of 50 to 75 feet above sea level, and 
would be fed by huge reservoirs on the intersected rivers 
at points a short distance above the canal. The flow would 
not be induced by gravity, since the channel would follow a 
slightly up-hill course. Some leveeing and pumping would 
thus be necessary at intervals. 

Most of the area of the United States falls within large 
river basins but, in common with much of the Atlantic 
Seaboard, that part of Texas lying to the east of the central 
watershed is drained by a series of short, independent and 
parallel streams which together carry each year some 
40 million acre-feet of water into the Gulf of Mexico ; the 
western interior of the state is semi-desert. The new scheme 
would put the natural “ water-works system” of Texas 
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under one authority, which might be an amalgamation of 
various independent bodies now operating. 

The canal would produce a firm annual yield of 
12,900,000 acre-feet. This would be achieved by a rapid 
turnover of water impounded in the reservoirs, plus the 
use of the normal flow of the streams.. The main purpose 
of the canal would be to drain off the surplus waters in the 
eastern part of the state and deposit them in the semi-arid 
southern portion of the coastal plain between Corpus Christi 
and the Rio Grande, where it is proposed to irrigate 850,000 
acres of “brush country ” which is at present devoted to 
cattle and sheep ranching. This region gets only about 
20 inches of rain a year, compared with an average of §5 
inches along the Sabine. In addition, of course, the canal 
would supply water for municipal, industrial and agricul- 
tural purposes along its entire route. 

The cost of the new project, including reservoirs, the 
supply canal and an irrigation system, is estimated at 


$1,100 million, but the accompanying economic survey - 


claimed that the resulting increase in the productivity of 
the region would justify a capital outlay of this size. Most 
of the increase in money terms would come from an expan- 
sion of the great chemical and light metal industries situated 
mainly in the Houston and Beaumont-Port Arthur areas. 
Rice production on the irrigated coastal belt from the Sabine 
river to Victoria would be greatly increased and the newly 
irrigated southern plains could produce, in this sub-tropical 
climate, beans, peas, spinach, tomatoes and other vegetables 
and citrus fruits for the winter and early spring markets. 
Cotton and grain sorghums could also be cultivated, and 
the livestock-raising industry intensified. 

The execution of such a grandiose scheme would 
undoubtedly run into endless controversies. At a federal 
level, the Reclamation Bureau and the United States Army 
Engineers are likely to vie with each other for participation 
in the project. Under federal law, the Reclamation Bureau 
has jurisdiction where the aim is water conservation and 
irrigation, the Army Engineers where navigation and flood 
control are the principal objectives. Involved also is the 
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delicate question of federal and state rights over the . 


. ntrol 
of the waters of the rivers. Moreover, Texans from :\ > ariq 
interior complain that the execution of this project \oylg 


jeopardise their future water supplies. 

The bureau’s report has been acclaimed in the Gul: 
of Texas, where local engineers have suggested an e\ 
ambitious scheme. This would extend the canal s. 
miles to the east so as to include the Atchafalaya; + 
Louisiana, which carries to the sea about one-qua:'-; of 
the flow of the Mississippi—or more than twice the 
the combined Texas rivers. This would be a 1 
prospect for Texas, but such a scheme would alm 
tainly founder on inter-state rivalries. 
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No Subsidies for Substitutes 


New } 

HERE is general agreement in the United States that 

it may be necessary, in an emergency, to supplement 

domestic and imported petroleum supplies by the produc- 

tion of synthetic liquid fuels from coal or oil shale. What 

is not agreed is how far the government should go in sub- 
sidising the development of these processes. 

With information gleaned from the postwar investigation 

of German facilities, the Bureau of Mines built, at a cost 


of $15 million, two demonstration plants to test the two 
best-known methods of producing liquid fuels from coal— 
direct hydrogenation and gas synthesis. The Democratic 
Secretary of the Interior maintained that the coal hydro- 
genation process was ready for commercial development, 
and recommended government assistamce to encourage 
private industry to construct a full scale plant. In this 
he was opposed by the oil industry, which has no 
enthusiasm for any process based on a competitive fuel, and 
considered his estimates of costs—particularly the credit 
given for the sale of by-product chemicals—wildly opu- 
mistic. 

Mr McKay, the Republican Secretary of the Interior 
felt that it was for private industry,.not the government, to 
discover who was right, and that the two demonstration 
plants no longer justified their operating cost of $4 milion 
a year. They were accordingly shut down, and handed over 
to the Army for disposal. They have been bought by the 
Hercules Powder Company, at a small fraction of their 
original cost, as part of a “ package deal” for the purchase 
of more valuable ammonia facilities ; at present the com- 
pany’s main interest is in the ammonia. One of the most 
promising developments in the chemical industry— the 
Union Carbide and Carbon Corporation’s pilot plan! 1 
West Virginia—has indeed been in the field of coal hydro- 
genation, but the objective is the production not of liq ud 
fuels, but of the more valuable aromatic chemicals. [he 
gas synthesis method may also be improved ; the Standard 
Oil Company of Indiana is taking an interest in it, although 
the raw material used is natural gas and not coal. 

But while each of these private projects may controutc 
towards the eventual construction of an economic oil {rom 
coal plant, no such commercial development is yet in sil. 
The government’s role will in future be confined to research 
in laboratories and in small-scale pilot plants, where some 
encouraging technical advances—notably a new and che: 
single-phase hydrogenation process—are still in the experi- 
mental stage, 
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Over 190,000 of the 318,779. houses built in 
Britain last year had steel frame windows, and 
hardly a school or a factory is built today with- 
out them. These windows are slim, long lasting, 
inexpensive; they let in the maximum amount of 
sun and light. 

[he steel for the frames is rolled into small 
intricate sections from 30 foot billets in up-to- 
date rolling mills. 

Not only at home, but overseas, steel windows 
are being used more and more. Windows made 
o! British steel now go to seventy-five different 
countries, including the United States and Canada. 


| [ [ L Is at your service 


THE BRIT 


3H IRON AND STEBL FEDERATION 5.73 





RE-BUILDING THE CITY 


Some important City Contracts in hand:-— 


THE GUILDHALL and CIVIL DEFENCE CENTRE 
Architects: Sir Giles Scott, Son & Partner. 

THE BANKERS CLEARING HOUSE, King William Street, E.C. 
THE LONDON ASSURANCE, King William Street, E.C. 
Architects: Messrs. Whinney, Son & Austen Hail. 

BANK BUILDINGS fer the Bank of England, Lothbury. 

THE BANK OF LONDON & SOUTH AMERICA LTD., Qn. Victoria St. 
Architect: Victor Heal, Esq. 

THE COMMERCIAL BANKING COMPANY of SYDNEY, Ltd., Old Jewry. 
Architects: Messrs. Waterhouse & Ripley. 

THE PHCENIX ASSURANCE COMPANY Ltd., King William 5t., E.C. 

Architects: Messrs. Seth-Smith Monro & Matthew 5 
THE NORTHERN ASSURANCE COMPANY Ltd., Moorgate, E.C. 
Architects: Messrs. Troup & Steele. 
DAILY EXPRESS NEWSPAPER BUILDING—Extensious 
DAILY NEWS BUILDING—Extensions 
MORNING ADVERTISER 
Architects: Messrs. Ellis, Clarke & Gallannaugh. 
GRAY’S INN HALL, Gray's Inn, W.C. 
Architect: Sir Edward Maufe. 
ST. BRIDGET’S HOUSE, Bridewell Place, E.C. 
Offices — RE-DEVELOPMENT AREA, CANNON STREET, E.C. 
Architects: Messrs. Trehearne & Norman, Preston & Partners. 
WATLING HOUSE, Cannon Street, E.C. 
St. BARTHOLOMEW’S HOSPITAL, Forest Hall Place. 
Architects: Messrs. Easton & Robertson 


THE DUTCH CHURCH, Austin Friars, E.C, 
Architects: Messrs. Ansell and Bailey. 


Offices—8/13, CHISWELL STREET, E.C. 
Architects: Messrs. Gordon & Gordan. 


LONDON WALL BUILDINGS. 
Architect: Clifford Strange, Esq. 


TROLLOPE & COLLS 


(Established 1778) 


The BIG Yellow CATS 





ARE PURRING BEFORE THE HEARTH 


Before new hearths and homes can 
arise, row upon row, Caterpillar earth- 
movers must get to work. On building 
sites up and down the country, where 
soon there will be houses, hospitals, 
offices, schools and factories, you can 
see the distinctive yellow of the ‘Cats’ 
(world-famous nickname for. these 
world-famous machines) and hear the 
powerful, purposeful throb of their 
engines. These are busy times for the 
‘Cats’, speedily doing the spadework 
for Britain’s building developments. 





Distributed & Serviced in U.K. by» 
North & East—. LEVERTON & CO, LTD., 
Spalding, Lincs. 

Wales & South-West —B80WMAKER 
(PLANT) LTD., Willenhall, Staffs. 
London & South-East~—FRED MYERS 
TRACTOR & EQUIPMENT CO, 4 Tilney Sc., 
London, VW./. 

Scotland. CALEDONIAN TRACTOR & 
EQUIPMENT CO. LTD., Rigby Street, 
Glasgow, E.1. 





DIESEL TRACTORS AND EARTHMOVING EQUIPMENT 
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“BOMBS AWAY ”—the story of an R.A.F. Bomber MO. 4 IM A SERIES ON THE AVRO VULCAN 








“Last Night, 


> 


over Peenemunde...’ 


Who will ever forget hearing the B.B.C. announcer so impersonally 
reporting that epic of the last war, the great raid on the German rocket establishment at Peenemunde ? Avro 
Lancasters were there and there in great force ; as indeed they were in so many important operations—19 Lancasters 
took part in the epic of the Ruhr Dams and Wing Commander Guy Gibson won his Victoria Cross flying one of 
them in the destruction of the great Mohne Dam. The Lancaster was the R.A.F.’s most vital heavy bomber through 





the major part of the war. But this is not remarkable, for ever since the start of the Royal Flying Corps there has 
never been a year when an Avro ’plane was not in service, and the R.A.F. has long been accustomed to rely on Avro 
for many of its best machines. Today Avro is preparing to meet that trust yet once again. After many years of 
intensive design and prototype research, production is under way on the mighty Avro Vulcan. This is the first Delta 
Bomber in the world embodying an entirely revolutionary planform. Not only is the Delta the best design to 

satisfy all the new problems presented by near-sonic flight at high altitudes and long range, but it provides the 
long-sought advantage of aerodynamic simplicity which will greatly hasten and economise on production and ultimate 
service maintenance. Vulcans are now in super-priority production for the Royal Air Force. 


A.V. Roe & CO. LIMITED | Manchester 


MEMBER OF THE HAWKER SIDDELEY GROUP / PIONEER...AND WORLD LEADER IN AVIATION 
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The World Overseas 
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Canada Looks at the Far East 


FROM OUR OTTAWA CORRESPONDENT 


A R LESTER B. PEARSON, the Secretary of State for 
M External Affairs, has reported to the Canadian House 
of Commons on the Geneva conference in terms of tact and 
delicacy which excluded most of the veiled comment on 
the conduct of international affairs of which he is a master. 
The House took a day to debate the situation at Geneva and 
in the Far East, and showed (as most of the press has also 
done) equal restraint. Neither in Parliament nor in the 
press has anyone provided such a neat summation of the 
Canadian position as appeared in a syndicated column from 
the United States. It is one of those columns offering advice 
on manners and morals, and it appeared under the heading 
“Brash Chum. Worries Teen-ager.” It set out to answer 
the following question from an adolescent girl: “A girl 
friend and I often go cut together for the evening, and I 
enjoy her company because she is a good sport and has a 
wonderful personality. But it never fails that when we 
arrive some place where there is a crowd of people she tries 
to attract attention by talking loudly. This always 
embarrasses me. . . .” 

The effect of Washington’s recent handling of the Indo- 
China situation and the Geneva conference has been to hush 
most of the criticism of United States diplomacy which 
Canada generally feels itself privileged to express. This is 
the paradox of a dismay going too deep both for the luxury 
of light-hearted criticism and for the hope of exerting any 
corrective influence. Everything that most Canadians have 
been reading about Mr Dulles’s conduct of American 
policy seemed to reach its apotheosis in these last three 
months. Canada, like the puzzled teen-ager, found it as 
impossible to get up and leave her chum as it was to remon- 
strate with her. It reached the pitch of embarrassment 
where there is nothing to do but sit it out in silence. The 
restraint of the parliamentary speeches amounted, in most 
cases, to a complete ignoring of the clamour of policy voices 
from the United States ; and the angel who has charge of 
Canadian-American relations must have found this silence 
far more ominous than the usual criticism, which may be 
irksome but is entirely normal and healthy. 

What the members of Parliament did talk about was the 
Commonwealth. From every party came tributes to Mr 
Eden’s work at Geneva and to the importance of India, 
Pakistan and Ceylon in the whole Far Eastern picture. Mr 
Pearson regretted that they were not at Geneva. Mr John 
Diefenbaker, the Conservative opposition’s spokesman on 
foreign affairs, said: (Seato) will not operate unless it 
includes Asian members. I think that is a salient feature 





which must be realised.” Mr M. J. Coldwell, the leader of 

the C.C.F. (Socialist) party, said: 
“For the western powers to enter such a pact with Australia 
and New Zealand (alone) would in our opinion be fatal 
to the democratic cause in Asia, and fatal to the peace of 
the world. I think,” he added in one of the few direct 
references to the United States, “our US friends should 
be told that very plainly by Canada.” 


Replying to the debate, Mr Pearson elucidated the 
sentence in his opening statement which said that it is impos- 
sible to accept the principle of collective security in the 
Atlantic area and deny its validity in respect of other parts 
of the world. He said the-same principle might work well 
in South East Asia, but he put in these conditions; “ If it 
is carried out in the right way.on the initiative of the Asian 
people themselves and those most directly concerned. with 
that area.” To say this, he made it very clear, was very 
different from saying that Canada should accept the same 
commitments in South East Asia as in Nato. “We would 
have to be careful, in view of our resources and our other 
commitments,” said Mr Pearson, “in the extension of 
specific commitments beyond those which we have already 
undertaken.” 

In a formal sense, therefore, Canada has not yet ruled 
out the possibility of participation in Seato, if Seato ever 
comes into existence. But in practical terms it would mean 
a tremendous stretching of the limited resources of a 
country of 15 million people, to cover an area of only 
indirect. importance to Canada, in conditions which seem 
unlikely to command general approval. If India, or even 
Pakistan and Ceyion, were to be parties to the treaty, 
Canadian interest would be aroused much more deeply: it 
would be easy to imagine a public demand then arising that 
Canada should make at least a token contribution to their 
security. But in the terms in which the pact has so far been 
discussed, it is difficult to imagine any significant public 
support for a Canadian effort that would necessarily be 
costly and would drag this country into a procedure of 
which it hardly even approves. 

Mr Pearson evoked complete support when he said it was 
important to be clear about the object of “ united 
action.” 


Is it, he asked, to be against Communism as _ such, 
regardless cf the means, military or otherwise, which it 
adopts to secure its ends in any particular Asian country ? 
If it is, then we should realise that arrangements to achieve 
this end will be interpreted as a declaration of implacable 
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and fixed hostility, with all action short of general war, 

and even at the risk of such war, against Asian 

Communism. 

The Nato conception, he said, commits its members to 
action “as soon as military aggression has been committed 
by one state against another—but not sooner.” 

The Pacific and the Indian Ocean are in no sense areas 
of traditional Canadian interest. It is within the last five 
years, or very little more, that Canadians have begun to feel 
any direct concern about them ; and that concern did not 
start with Korea or in Korea. It started with the three 
Asian members of the Commonwealth. It still regards the 
Colombo plan and similar development projects as the 
most important thing the West can do in Asia. Korea 
intensified Canadian interest in Asia because it commanded 
support as a United Nations action to stop aggression. In 
so far as it has now become confused, through Syngman 
Rhee and Chiang Kai-shek and some American voices, with 
a crusade against Communism in Asia, Canadians simply 
beg to be excused. ‘They would rather plug away at the 
long-range job of strengthening the democratic structure of 
the Asian members of the Commonwealth, When Mr 
Malcolm Macdonald recently entertained the Canadian 
Finance Minister the dinner party given for him consisted 
of prominent Chinese and Malayan citizens ; and this pre- 
cisely typified the kind of approach Canadians approve. 

Strategically and politically, that is to say, Canada con- 
ceives its Pacific and Asian interests in very broad and long 
terms. .It has very little to contribute to the defence of 
Australia and New Zealand, which make their own strategic 
arrangements with the United States and the United King- 
dom. It has, perhaps, even less direct strategic interest in 
Malaya, which is a British concern, for Canada’s support 
for the United Kingdom is provided in an area much nearer 
home for both countries. Seato may be good, but better far 
in most Canadian eyes is the gradual development of closer 
political and economic understanding between the West and 
the great countries of Asia which remain free. A western 
stampede to conclude security arrangements which arouse 
the disapproval of (for example and preeminently) the Asian 
members of the Commonwealth will get no support from 
here. Mr Nehru’s influence is very great: Canada has no 
sympathy for an Asian policy which attempts to ignore it. 


Iraq at the Polls 


ARELY, in Middle Eastern elections, do all the parties 
keep going until polling day. Usually, some group or 
groups boycott the poll either because they anticipate loss 
of votes and of face, or because they expect that unfair 


pressure will be exercised by the government in power. It* 


is a tribute to the Iraqi government that ran this week’s 
general election that every party thought it sufficiently dis- 
passionate to come to the starting post. There has been no 
need for martial law, and there were few disturbances until 
a week ago, when the so-called “ peace partisans ” began to 
hold noisy demonstrations, to throw stones at government 
ofi.ces and to behave in a way which, according to one news- 
paper, revealed them as “ enemies of the peace ” and “ either 
hirelings paid by the enemies of the homeland or else so 
stupid that they cannot see the sun in the broad light of 
day.” 
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As the constituencies stand at present no election can 
greatly alter the complexion of the lower house. The « are 
135 elected deputies, of whom about twenty represen: the 
country’s three big towns of Baghdad, Basra and Mos.:!. Jy 
these towns, and in a very few of the smaller urban arca<. it js 
possible for politicians without local affiliations to «and 
with some chance of success. In rural areas, cony-ation 
ordains that a member of some local family of impo 


nee 
shall be returned ; amongst electors who can seldom read 
or write such a result is easy enough to obtain. Except in 


the towns, therefore, interest in party successes and.f: 
becomes a trifle academic. 

Five parties stood last Thursday, and broadly spe ising 
they fall into two classes—those whose acts are coloure by 
loyalty to ancient feudal interests, and those whose pro- 
gramme is all for breaking the feudal stranglehold | 
otherwise contains no constructive notions outside the 1: alm 
of glib generalities. 
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Feudal Rivals 


The first group has as its largest component Nuri Pasha 
és Said’s Constitutional Union Party. At the last elections 
in January, 1953, this party won easily because virtually 


everyone else had» boycotted the poll on the grounds that 
under martial law it would not be free. Nuri’s party there- 
after indulged int some back seat driving. It acquiesced in 
the appointment of a cabinet of so-called progressive inde- 
pendents—alias younger men ; but in effect, it held these in 
the hollow of its hand and broke the spirit of more than 
one minister who had hoped to gain its support for some 
modification of feudal privilege. Nuri himself is in London 
recovering from an operation, but his followers are fighting 
some 120 constituencies. Also in the first group is the 
Umma (Socialist) party led by Salih Jabr, divided from 
Nuri not by doctrine—their programmes are virtually 
identical—but by a clash of personalities and religious 
affiliations. Nuri musters the old Sunni aristocracy ; Salih 
Jabr, who is a Shiah, commands respect amongst its Shiah 
counterpart. His group has put forward some 65 candi- 
dates. Both these parties are opposed to violent change ; 
both would like to terminate the Anglo-Iraqi treaty of 130, 
but both see in links with the West and the purchase of 
western arms the only means of defending Iraq’s security 
and new-found wealth against covetous neighbours, no! to 
mention Communist agitators. 


The opposing group is armed with programmes ‘at 
mingle pious social rallying cries with denunciations 0! ‘he 
status quo; its slogans range from “no unemployment” 
and “better deals for the poor” to “ out with all forcgn 
interests, including the Iraq Petroleum Company.” | he 
parties concerned include the left wing National Demov: 2's 
led by Kamil Chadirchi and the right wing Istiqlal or v'':2- 
nationalist party. Calling themselves the National Front, 
these two groups are linked on the score of an anti-wesi-' 
foreign policy and have been adopted, therefore, by ‘¢ 
so-called partisans of peace who parade under Picasso’s ¢\\°¢. 
They are said to be putting 30 candidates into the field. A 
large number of independents, standing chiefly for 112 
constituencies, can usually be rallied in support of what: :<r 
party is returned in greatest strength. Their predilect:0s 
will not be tested out for some time as Baghdad’s somn0- 
lent months of immense heat are beginning and Parliam<nt 
is unlikely to meet until November. 
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FOR OVER FOUR YEARS Mukasa has watched the 
great dam being built at Owen Falls, to 
make more electricity for Uganda. 


Mukasa has seen much good come from 
electric power, 


In this new hydro-electric scheme he sees 
a brighter future for his people. “Electricity,’’ 
says Mukasa; “ is olwobuluungi bwabantu—for 
the benefit of Man.” 
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for everything electrical 


OLWOBULUUNGI BWABANTU! 
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Her Majesty the Queen, homeward bound 
on her world tour, recently opened the Owen 
Falls dam. The six 16,770-kKVA waterwheel 
alternators, which make the electricity, are 
being supplied by one of the nine famous 
British companies that together make up A.E.I. 


A.E.I. (Associated Electrical Industries) 
make everything electrical from a turbine to 
a torch bulb. 


Associated Electrical Industries 
are a family of companies: f 


The British Thomson-Houston Co. Ltd. 
Metropolitan-Vickers Electrical Co. Ltd. 
The Edison Swan Electric Co. Ltd. 
Ferguson Pailin Ltd. 

The Hotpoint Electric Appliance Co. Ltd. 
International Refrigerator Co. Ltd. 
Newton Victor Ltd. 

Premier Electric Heaters Ltd. 

Sunvic Controls Ltd. 
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The Servitude and Grandeur of 
French Communism 


HE thirteenth congress of the French Communist party 

held in “ red Ivry ” reached its climax this week when 
Maurice Thorez took the rostrum. After five days of 
careful stock-taking and attentive listening to the official 
party line, the nine hundred delegates could finally give 
vent to their enthusiasm. Forgotten for the moment was 
the struggle for the succession. In front of them stood the 
leader, the strong “son of the people,” thundering as 
in the old days. When he finished the audience cheered 
louder and longer than ever before ; the cult of the indivi- 
dual was restored for the occasion and the principle of 
collective leadership cast aside. 

But the image of a revived leader back at the helm was 
deceptive.. This was the first time that Thorez had spoken 
in public since his return to France a year ago after two 
years of convalescence in the Soviet Union. Still paralysed 
down his right side, he left the task of making the major 
speech to Jacques Duclos and, like Stalin at the last Soviet 
congress, made only the closing speech. Clearly Thorez 
is not fit enough to resume full leadership, but this decep- 
tive image of a powerful body with a thundering voice 
camouflaging the symptoms of illness is probably symbolic 
of the servitude et grandeur of the French Communist 
party. 

The congress itself produced little new ; its theses had 
been published a few weeks ago and more “criticism and 
self-criticism” had been allowed in the columns of 
Humanité than during the well-staged performance itself. 
Yet, the congress provided an opportunity of clarifying the 
line, of issuing precise directives and of reviewing the path 
travelled since its last assizes. During these four years the 
party has fought many a battle and it was necessary to draw 
some lessons particularly from the defeats of 1952. During 
that period, too, the French Communists evolved the new 
strategy of a two-pronged attack—on the national front 
against the EDC and on the united front in order to exercise 
pressure on the Socialists. Finally, the illness of Thorez 
and Stalin’s death have intensified internal struggles. A 
Stalinist party is a great consumer of men and many a 
leader has fallen by the wayside: the veteran hero Marty, 
the resistance leader Tillon and more recently the chief 
organiser Lecoeur. Of the 1950 secretariat—the seat of 
supreme power—only the invalid Thorez and Jacques 
Duclos have kept their position. 


Out of Isolation 


In spite of these purges, official spokesmen could boast 
of strong assets in their balance-sheet. The Communist 
party is still the biggest, best organised, most disciplined 
and popular party in France. In 1951 it polled more than 
a quarter of the total votes cast and it has lost little, if any, 
of its electoral attractiveness since then. Indeed, in a recent 
by-election in Lecoeur’s own fief and on the morrow of his 
disgrace the Communists managed to maintain their share 
of the total poll. French patrons and successive govern- 
ments unable or unwilling to improve the workers’ lot are 
the best electoral agents the party could have. 

Successes can be claimed on the parliamentary stage as 
well. The untouchables of the French Chamber have partly 
emerged from their isolation. In the presidential election 
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of last December, and even more in subsequent elections 
for offices in the Assembly, Communist votes, if not courted, 
were at least silently welcomed. The campaign agains: EDC 
has restored their prestige in the eyes of many nationalists; 
the succession of right-wing governments has rendered their 
votes more attractive to the opposition. This process of 
Communist re-emergence may have been temporarily inter- 
rupted after the fall of Dien Bien Phu, but an astute taciician 
like M. Duclos knows that the votes of his bloc will not be 
spurned in the battle against the EDC and that no lef:-; ing 
alternative is possible without tacit Communist approval. 

But electoral successes should not be taken as signs of 
perfect health. The ranks of the party are dwindling. In 
the wave of enthusiasm after the liberation membership 
reached a peak of nearly one million ; last month ii was 
scarcely more than half a million. The party is ageing ; it 
finds it difficult to get new adherents among the young men 
and the women. Besides, recruitment is offset by departures, 
often even from among the cadres. The fellow-traveller may 
go on voting, but the activist is often bewildered and dis- 
gusted by the zig-zags of policy, by opportunist excesses, and 
by denunciation of yesterday’s heroes combined with the 
wooing of yesterday’s foes. Finally, like all other parties 
the Communists are suffering from the general political 
apathy in the country and this they can ill afford. While 
most parties need only electoral machines, the Communists 
thrive only on a permanently militant policy: but they can- 
not keep their troops for ever in a state of pre-revolutionary 
tension. 


Panegyric to Opportunism 


The congress has provided few remedies beyond some 
new tactical advice. The strategy of dual attack is to be 
continued. More even than the struggle against the war in 
Indo-China, the fight against the EDC was the chief topic. 
After many other spokesmen, M. Thorez confirmed, in a 
panegyric to opportunism, that the time of strange, unholy 
alliances not only with MM. Herriot or Daladier, but with 
any anti-EDC nationalists is not yet over. Pressure on the 
Socialists for united action is also to be kept up. 

Disciplined troops are needed to fulfil all these tasks 
without desertion and the only visible sign of a change 
after the Lecoeur purge seems to be on the tactical level 
of organisation. Rightly or wrongly M. Lecoeur is accused 
of shifting party work from the factory cell into the local 


- or regional unit and this process is now to be reversed. 


Only a quarter of total membership is now apparently 
grouped in factory cells. It is there, however, that the party 
should find its working class support and there, too, that 
the campaign should be carried on to attract Socialist 
workers. The proportion, therefore, should be raised 
rapidly. This, together with the drive to recruit more 
women and young people, seems to be the only important 
recommendation of the congress. 

This would appear a small result after a big shake-up. 
Was the whole fight, then, merely an echo from the Kremlin 
and an act in the drama of Thorez’ succession. If so, M. 
Duclos has scored a few points. Like Malenkov before 
Stalin’s death, he delivered the speech on behalf of the 
Central Committee, thus donning the mantle of hetr- 
apparent. He has also managed to get rid of his rivals 
from the secretariat: the too well-known Marty and 
Lecoeur who modelled himself too closely on the careet of 
Thorez. But the leader has not yet left the stage and new 


(Continued on page 903) 





This series of six articles surveys outstanding financial and banking trends in Britain and the 





British Commonwealth. A complementary survey of Foreign and International Banking will 
be published in the autumn. In these two half-yearly features THe ECONOMIST continues 
the tradition of its ANNUAL BANKING SUPPLEMENT, which has been published for many years. 


The Rebirth of London 


Y far the most striking development in the world of 

banking and finance in recent months has been the 
great stride made by the City of London to recapture its 
former supremacy as an international centre. Necessarily, 
the tendencies and changes that have most clearly 
speeded this advance have arisen in the international 
sectors of Britain’s trade and finance ; and this first chapter 
of the annual banking supplement, unlike the chapter pub- 
lished each autumn, is traditionally devoted to British rather 
than international banking. Yet this rebound of London 
unquestionably demands pride of place now—partly for its 
intrinsic importance, partly because the influences of inter- 
national finance are now playing strongly again upon the 
domestic markets, and partly because the spring-board had 
to rest on the broad foundation laid by economic and mone- 
tary policy at home. 

London’s pretentions to supremacy have been questioned 
twice within the span of a generation—both by cynics at 
home and aspirants abroad. After each world war the 
damage done to sterling, to Britain’s status in world com- 
merce and to the technical apparatus of the London market 
has seemed for a time to be so nearly irreparable as to 
justify these doubts. But now it can safely be said that each 
lume the predictions of decay or decline have been falsified. 
And it is interesting to draw the parallel between the 
patterns of revival after the two wars. 


Between 1914 and 1919 London suffered the paralysis 
that must grip apy international mechanism during a period 
in which commerce and finance become quite subordinate 
to the primary aim of waging total war. And after the 
war Britain’s position had been gravely weakened ; a large 
slice of its foreign investments had been sold, sterling had 
depreciated in both its internal and external value, and the 
relative growth in the strength of the United States was 
evident. All these developments had crystallised into a 
widespread conclusion that London’s supremacy was gone 
and that at best it would have to be shared with other 
centres, notably with New York. 

London’s answer was the laborious return of sterling to 
the gold standard at the 1914 parity. It was an unconscious 
answer, certainly made without counting or understanding 
the costs in terms of industrial recession and unemploy- 
ment. The effort “to look the dollar in the eye” was 
costly and doomed to failure. But it did unquestionably 
help to restore London’s prestige as a great financial centre, 
and it did so despite the nemesis of 1931=for the dollar 
came tumbling down soon afterwards. 

The restoration of London also owed much to some 
purely negative factors, especially the weakness of the com- 
petition from the overseas centres. Attempts were made 
to create a discount market in New York and to foster the 
art of the acceptance credit among American banks ; but 
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The Servitude and Grandeur of 
French Communism 


HE thirteenth congress of the French Communist party 

held in “ red Ivry ” reached its climax this week when 
Maurice Thorez took the rostrum. After five days of 
careful stock-taking and attentive listening to the official 
party line, the nine hundred delegates could finally give 
vent to their enthusiasm. Forgotten for the moment was 
the struggle for the succession. In front of them stood the 
leader, the strong “son of the people,” thundering as 
in the old days. When he finished the audience cheered 
louder and longer than ever before ; the cult of the indivi- 
dual was restored for the occasion and the principle of 
collective leadership cast aside. 

But the image of a revived leader back at the helm was 
deceptive.. This was the first time that Thorez had spoken 
in public since his return to France a year ago after two 
years of convalescence in the Soviet Union. Still paralysed 
down his right side, he left the task of making the major 
speech to Jacques Duclos and, like Stalin at the last Soviet 
congress, made only the closing speech. Clearly Thorez 
is not fit enough to resume full leadership, but this decep- 
tive image of a powerful body with a thundering voice 
camouflaging the symptoms of illness is probably symbolic 
of the servitude et grandeur of the 
party. 

The congress itself produced little new ; its theses had 
been published a few weeks ago and more “criticism and 
self-criticism” had been allowed in the columns of 
Humanité than during the well-staged performance itself. 
Yet, the congress provided an opportunity of clarifying the 
line, of issuing precise directives and of reviewing the path 
travelled since its last assizes. During these four years the 
party has fought many a battle and it was necessary to draw 
some lessons particularly from the defeats of 1952. During 
that period, too, the French Communists evolved the new 
Strategy of a two-pronged attack—on the national front 
against the EDC and on the united front in order to exercise 
pressure on the Socialists. Finally, the illness of Thorez 
and Stalin’s death have intensified internal struggles. A 
Stalinist party is a great consumer of men and many a 
leader has fallen by the wayside: the veteran hero Marty, 
the resistance leader Tillon and more recently the chief 
organiser Lecoeur. Of the 1950 secretariat—the seat of 
supreme power—only the invalid Thorez and Jacques 
Duclos have kept their position. 


‘rench Communist 


Out of Isolation 


In spite of these purges, official spokesmen could boast 
of strong assets in their balance-sheet. The Communist 
party is still the biggest, best organised, most disciplined 
and popular party in France. In 1951 it polled more than 
a quarter of the total votes cast and it has lost little, if any, 
of its electoral attractiveness since then. Indeed, in a recent 
by-election in Lecoeur’s own fief and on the morrow of his 
disgrace the Communists managed to maintain their share 
of the total poll. French patrons and successive govern- 
ments unable or unwilling to improve the workers’ lot are 
the best electoral agents the party could have. 

Successes can be claimed on the parliamentary stage as 
well. The untouchables of the French Chamber have partly 
emerged from their isolation. In the presidential election 
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of last December, and even more in subsequent elections 
for offices in the Assembly, Communist votes, if not courted. 
were at least silently welcomed. The campaign agains. EDC 
has restored their prestige in the eyes of many nati 
the succession of right-wing governments has rende 
votes more attractive to the opposition. This pr 9 
Communist re-emergence may have been temporarily inter 
rupted after the fall of Dien Bien Phu, but an astute 1 
like M. Duclos knows that the votes of his bloc will b 
spurned in the battle against the EDC and that no | 
alternative is possible without tacit Communist ap; 


But electoral successes should not be taken as of 
perfect health. The ranks of the party are dwindli In 
the wave of enthusiasm after the liberation membership 
reached a peak of nearly one million ; last month i: was 
scarcely more than half a million. The party is ageing ; it 
finds it difficult to get new adherents among the youny men 
and the women. Besides, recruitment is offset by departures, 
often even from among the cadres. The fellow-traveller may 
go on voting, but the activist is often bewildered and dis- 


gusted by the zig-zags of policy, by opportunist exces: 
by denunciation of yesterday’s heroes combined wi 


wooing of yesterday’s foes. Finally, like all other parties 
the Communists are suffering from the general political 
apathy in the country and this they can ill afford. 

most parties need only electoral machines, the Communists 


thrive only on a permanently militant policy: but they can- 
not keep their troops for ever in a state of pre-revolut 
tension. 


Panegyric to Opportun ism 


The congress has provided few remedies beyond some 
new tactical advice. The strategy of dual attack is to be 
continued. More even than the struggle against the war in 


Indo-China, the fight against the EDC was the chie! 
After many other spokesmen, M. Thorez confirmed, in a 
panegyric to opportunism, that the time of strange, unholy 
alliances not only with MM. Herriot or Daladier, but with 
any anti-EDC nationalists is not yet over. Pressure on the 
Socialists for united action is also to be kept up. 
Disciplined troops are needed to fulfil all these tasks 


without desertion and the only visible sign of a change 
after the Lecoeur purge seems to be on the tactical level 
of organisation. Rightly or wrongly M. Lecoeur is accused 
of shifting party work from the factory cell into the local 
or regional unit and this process is now to be reversed. 
Only a quarter of total membership is now apparently 
grouped in factory cells. It is there, however, that the party 
should find its working class support and there, too, that 
the campaign should be carried on to attract Socialist 
workers. The proportion, therefore, should be raised 
rapidly. This, together with the drive to recruit more 
women and young people, seems to be the only impo: tant 


recommendation of the congress. 

This would appear a small result after a big shake-up. 
Was the whole fight, then, merely an echo from the Krein 
and an act in the drama of Thorez’ succession. If so, M. 
Duclos has scored a few points. Like Malenkov belore 
Stalin’s death, he delivered the speech on behalf oi the 
Central Committee, thus donning the mantle of ‘et 
apparent. He has also managed to get rid of his 1:vals 
from the secretariat: the too well-known Marty and 
Lecoeur who modelled himself too closely on the care: of 
Thorez. But the leader has not yet left the stage and new 
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This series of six articles surveys outstanding financial and banking trends in Britain and the 





British Commonwealth. A complementary survey of Foreign and International Banking will 


be published in the autumn. 


In these two half-yearly features THE ECONOMIST continues 


the tradition of its ANNUAL BANKING SUPPLEMENT, which has been published for many years. 


The Rebirth of London 


Y far the most striking development in the world of 

banking and finance in recent months has been the 
great stride made by the City of London to recapture its 
former supremacy as an international centre. Necessarily, 
the tendencies and changes that have most clearly 
speeded this advance have arisen in the international 
sectors of Britain’s trade and finance ; and this first chapter 
of the annual banking supplement, unlike the chapter pub- 
lished each autumn, is traditionally devoted to British rather 
than international banking. Yet this rebound of London 
unquestionably demands pride of place now—partly for its 
intrinsic importance, partly because the influences of inter- 
national finance are now playing strongly again upon the 
domestic markets, and partly because the spring-board had 
to rest on the broad foundation laid by economic and mone- 
tary policy at home. 

London’s pretentions to supremacy have been questioned 
twice within the span of a generation—both by cynics at 
home and aspirants abroad. After each world war the 
damage done to sterling, to Britain’s status in world com- 
merce and to the technical apparatus of the London market 
has seemed for a time to be so nearly irreparable as to 
justly these doubts, But now it can safely be said that each 
‘ime the predictions of decay or decline have been falsified. 
And it is interesting to draw the parallel between the 
Patterns of revival after the two wars. 


Between 1914 and 1919 London suffered the paralysis 
that must grip any international mechanism during a period 
in which commerce and finance become quite subordinate 
to the primary aim of waging total war. And after the 
war Britain’s position had been gravely weakened ; a large 
slice of its foreign investments had been sold, sterling had 
depreciated in both its internal and external value, and the 
relative growth in the strength of the United States was 
evident. All these developments had crystallised into a 
widespread conclusion that London’s supremacy was gone 
and that at best it would have to be shared with other 
centres, notably with New York. 

London’s answer was the laborious return of sterling to 
the gold standard at the 1914 parity. It was an unconscious 
answer, certainly made without counting or understanding 
the costs in terms of industrial recession and unemploy- 
ment. The effort “to look the dollar in the eye” was 
costly and doomed to failure. But it did unquestionably 
help to restore London’s prestige as a great financial centre, 
and it did so despite the nemesis of 1931for the dollar 
came tumbling down soon afterwards. 

The restoration of London also owed much to some 
purely negative factors, especially the weakness of the com- 
petition from the overseas centres. Attempts were made 
to create a discount market in New York and to foster the 
art of the acceptance credit among American banks ; but 
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only a few of these efforts met with any notable success. 
Paris also strove to emulate both the discount and the accept- 
ance houses of the City ; but these institutions, built on 
the volatile basis of the French franc, were never in the 
running as competitors in the business for international 
commercial credits. Amsterdam did, indeed, make great 
strides in this particular direction, but even in the brief 
phase when the guilder could claim to be a more stable 
currency than off-gold sterling Amsterdam handled no more 
than a small fraction of the business done by London. In 


the world of encroaching economic nationalism on the eve | 


of the second world war, London could well substantiate 
its claim to be by far the most important international 
financial centre. 

Its re-emergence after 1945 was somewhat slower than 
it had been a quarter of a century before. The disparity 
of financial strength between the United States and the 
United Kingdom had widened alarmingly—had become, 
indeed, the yawning dollar gap. The inconvertibility of 
sterling for non-residents as well as residents, and the 
whole paraphernalia of exchange control, with its blockings 
and its segregation of capital from current transactions, all 
these were new phenomena the like of which had not been 
experienced either during or after the first world war. 
Moreover, the postwar aftermath of physical economic con- 
trols, the continuance of State trading and the submergence 
of free commodity markets lasted much longer than after 
1918. Above all, the damage done to Britain’s creditor 
position—teflected in the wartime sales of foreign securities, 
the loss of reserves and the growth of both short and long- 
term overseas liabilities—was incomparably greater than that 
sustained during the Kaiser’s war. 


* 


How, then, has London not merely survived as an inter- 
national financial centre but regained its strength and 
influence to the point at which it is beginning to claim 
again to be the greatest centre of all ? First and foremost 
is the fact that the mechanism and the tradition of inter- 
national banking inherited from the past are still intact. 
London’s close integration of financial-institutions of every 
kind—banks with branches or agencies throughout the world, 
the acceptance houses, the discount market, the bullion and 
foreign exchange dealers, insurance brokers, the shipping 
and commodity markets and the rest—is one unmatched 
by any other mercantile or financial capital in the world. 

It is true, of course, and highly important to remember, 
that if this inheritance from the past is to live and endure 
it must always be backed by a capacity to lend overseas 
that can derive only from an adequate surplus in the United 
Kingdom’s balance of payments. Equally, if the progress 
is to continue, London must be assured of a stable currency 
and there must be no hampering restrictions on its use. 
Underlying changes in the relative economic strength of 
Britain may to-day set limits to the extent to which these 


-conditions can be fulfilled. But, even after making the fullest 


reservations on this score, the fact remains that London is 
given a tremendous. momentum by reason of its established 
mechanism. It would take many decades to build up a 
system of comparable efficiency elsewhere. 

The second reason for the resilience of London is also 
to some extent an inheritance from the past.. An indis- 
pensable ingredient in London’s strength has been the con- 
tinued allegiance owed to sterling as the basis of currency 
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by a large area of the world. This loyalty springs partly 
from tradition and habit ; but it is also a testimony to the 
adaptability and flexibility of the sterling system. The 
use of sterling as basic currency and the regard for London 
as the banking capital of the sterling area have not been 
impaired, or even diminished, by the fact that the banker 
is now a net debtor on capital account and that his overseas 
liabilities payable at sight and short notice greatly exceed 
his immediately available assets, 

Indeed, the change of role and the fact that the sterling 
area’s holdings in London have grown so much may «< ually 
provide part of the explanation of this continued hegemony 
of the sterling area. “When you owe your banker one 
thousand pounds,” Maynard Keynes once said in this 


very context, “ you are at his mercy ; but when you owe 
him a million he is at yours.” Sterling has not been g 
freely convertible currency for the past fourteen ye: but 
it has been more freely converted into the goods and ser- 
vices of international commerce than any other. [he off- 
repeated assertion that half the foreign trade of the world 
is transacted in sterling may be difficult to substantiate 
and appears, at first sight, somewhat exaggerated ; but no 
other currency could even approach to such a claim. 
* 
Admittedly, this status might not have survived much 


longer in the face of a persistence of the bi-annual sterling 
crises that punctuated the history of the United Kingdom 
and of the sterling area from 1945 through the odd years 
to 1951. But that sorry sequence was broken in 1953; 
and it is from that year that the true re-emergence of 
London as a great financial centre—a centre reputed for 
current performance instead of mainly resting upon past 
achievement—can be said to date. This progress can be 
detected at many points ; but each advance forms part of 
the broad movement towards greater economic freedom 
that can best be described as the approach to convertibility. 

During this last phase, the major commodity markeis have 
been freed, including those for cereals and cotton in which 
dollar trade is important and in which, therefore, the task 
of marrying exchange control to freedom of dealing has been 
beset with special difficulties. Moreover, many of these 
freed commodities, including copper and coffee, are not even 
subject to restrictions on re-export. A genuine forcign 
exchange market has been reopened in London in which 
the operators are again dealers for their own account and not 
mere agents for the Bank of England, and according'y can 
exercise their technical skill. The fruits of this freedom 
and of the arbitrage facilities more recently granted with 
it have begun to be harvested in the past few months, 
when London has regained to the full the share in ‘orcign 
exchange business that it enjoyed before 1939. Further, 
the use of sterling in transactions between non-sic!!ing 
countries has been greatly extended and the many varicties 
of sterling held by non-residents have been reduced to only 2 
few. Last, but certainly not least, a free gold marke' once 
again functions in London. 

In part as cause and in part effect of these practical 
steps to convertibility—their technical details are dis: ussed 
in a subsequent article—world confidence in sterling bas 
steadily grown. As the international use of sterling bas 
extended, so have foreign bankers and merchants found 
their need for working balances in London rising ; 2nd 3 
new and important impetus to this building up of working 
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capital in sterling was felt after the reopening of the gold 
market. But in addition to these demands for sterling for 
such specific purposes, and partly in consequence of them, 
demands have been arising simply because sterling has 
been shown to be once more a desirable currency to hold— 
instead of being, as so often in the early postwar years, a 
currency to get out of at the first opportunity. Arbitrage 
movements of short-term funds, which had been of little 
significance in the international markets generally during 
the difficult years for the non-dollar world, have been revived 
by the new facilities and new confidence in London, and are 
gravitating towards it. And with them have come some 
speculative funds—as was plainly shown during the recent 
phase of rumours that sterling was about to be allowed to 
break from its moorings and rise above its present upper 
“ gold point ” of $2.82. 


= 


The confidence built up since 1952 has now demon- 
strably surged far beyond the point of merely making good 
the psychological damage done by the recurrent crises. Until 
only 2 few months ago, there were widespread (and not 
unreasonable) apprehensions that new stresses would soon 
appear. But instead of the confirmation of these fears, the 
world has witnessed one’of the most remarkable exhibitions 
of resilience and strength that sterling has ever provided. 
The Chancellor of the Exchequer pin-pointed the measure 
of this achievement succinctly in a recent speech. 
“Between July, 1953, and April, 1954,” he said, “ United 
States industrial production fell by 10 per cent. Between 
those dates, the sterling area gold and dollar reserves rose 
19 per cent. If anyone in the middle of last year had fore- 
cast this combination of percentages, he would have been 


Flexible Money in 


HE contribution made by domestic monetary policy to 
T the great resurgence of sterling and of the London 
market may seem, at first glance, to have been of little 
significance beside the impetus given by the monetary 
authorities through their activities in the sphere of inter- 
national finance. In this sphere, as a later article demon- 
strates, almost every month has witnessed some new and 
well-publicised initiative. By contrast, the monetary scene 
at home has seemed to most people—or at least to those 
beyond the inner circle of the City—to have been relatively 
quiescent, and policy almost passive. But these appear- 
ances are highly deceptive. The unobtrusiveness of 
domestic policy does not mean that it has played a sub- 
ordinate role ; nor, indeed, is-it really possible to separate 
the two strands of policy. But, if any distinction can be 
drawn, it is fair to say that domestic monetary policy, so 
far from being of less importance, has in fact provided the 
very foundation upon which sterling’s international progress 
has been built. 

Of all the influences that combined to break the sequence 
of Britain’s recurrent crises, by far the most important of 
those deliberately contrived was that started by the change 
of monetary policy in 1951. This provided the basis not 
only for Britain’s recovery from the acute strains of the 
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written off as an optimist or an ignoramus—possibly both. 
Yet here it is.” 

It is of course true that some of this increase in the gold 
and dollar reserve is spurious to the extent that the recent 
rumours caused some anticipatory commercial demand for 
sterling and other more speculative transfers. Yet this con- 
trast between the strength of sterling and the significant 
slackening of American business activity remains the most 
impressive token of the success that has attended the 
rebuilding of confidence in sterling and the concurrent 
“collective approach” to convertibility. The anticipatory 
purchases of sterling are, indeed, in themselves a tribute of 
the same kind. 

But most of the fortification of the reserves that has come 
from this resurgence of London and of sterling is more 
dependable. The new functioning of the city’s traditional 
apparatus, and of the international mechanisms of British 
commerce generally, have brought in overseas capital 
resources that will be needed here, in greater or less degree, 
so long as the whole system continues to do its newly- 
resumed job. Moreover, it is also already providing a bigger 
flow of foreign exchange from its own current “ invisible ” 
exports—dquite apart from the even less visible flow of funds 
that is attracted to a virile international market so long as its 
currency looks healthy. 

This last condition is paramount—both as a promise and 
as a warning. The technical facilities of the London market 
cannot by themselves make good any weakness in sterling 
that may spring from underlying deficiencies in Britain’s 
economy or in that of the overseas sterling area. But the 
City can give valuable support to those economies, as it is 
now again being permitted to do, by providing the best 
possible framework within which sterling may play its 
fullest role as an international currency. 


the Freer Economy 


crisis but also for the subsequent drive towards economic 
freedom—in the domestic economy as well as in its 
international dealings. Sterling’s full resurgence is the 
product of both these processes acting together ; the mere 
avoidance of danger, without the drive for freedom, could 
never have achieved so spectacular a result. And, what- 
ever argument there may be about the part played by 
the “ new ” monetary policy in the first process, there can 
be no question that in the process of freeing it has played 
an indispensable role. 

The key both to the recovery and to the derationings and 
decontrolling was the disinflation that spread through the 
economy in 1952. By prewar standards, it was a-very mild 
disinflation, but the forces of inflation met their first effec- 
tive check since the war, and that was sufficient to relieve 
the pressures of excessive demand, to restore buyers’ 
markets in most sectors of the economy and to enable the 
physical cuts in imports to-take place without causing a 
dangerous depletion of domestic stocks, 

The tightening of supplies of credit and the raising of 
short money rates, though they had violent effects in the 
financial markets and in certain vulnerable branches of 
industry, were not pushed to extreme lengths, so that their 
influence upon the sectors not directly affected was: often 
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not apparent—and has probably been generally under-rated. 
To many people, the non-monetary sources of disinflation— 
the loss of business through the cuts in overseas demand and 
the exhaustion of home consumers after their post-Korean 
spree—seemed to be much the most important. But it can 
be argued that even the first of these pressures owed much 
to Britain’s morietary measures—for the dramatic swing to 
a positive policy after the long years of an atrophied Bank 
rate went far to convince the overseas sterling area that 
retrenchment had become desperately urgent. And, on 
the domestic plane, the change in monetary policy was 
virtually the only way in which the new Government’s 
immediate measures for meeting the crisis differed from 
those used by its predecessors. When there is added to 


TABLE I 
CHANGES IN BANK DEPOSITS AND ASSETS* 
(£ million) 


i j | 
Years to May | 1948 | 1949 | 1950 1951 | 1952 | 1953 | 1954 


Net deposits....... 


425514 47; — 40/4 199 —152| +168) +240 
i i j 





Advances ......... | +243) +102) +211) +155) + 98) —119} + 21 

Investments. ...... | + 7} + 25';+ 1) 4 53) +377) +191) 4-182 

ERs 5 abe ean | —102} —211| —672| — 95)+269; ... | ... 

Bills and call money | + 88| +137) +421) + 62 —344| + 90/+ 41 

CMS ncaksiunes }+ 28)— 1j/— 5/+ 22)— 137+ T+ 2 

* London clearing banks ; “net” deposits are gross deposits minus items in course of 
collection. 





these considerations the fact that the change in monetary 
policy unquestionably exerted a widely pervasive “‘ psycho- 
logical” restraint, it becomes reasonable to rate it high 
among the causes of the recovery. 

It was certainly so rated by the authorities. Before the 
event, the effectiveness of the long-disused monetary weapon 
could not be surely foreseen; and its actual achievement 
surpassed most expectations. Once the immediate dangers 
had been surely passed, this demonstration of the worth 
and power of the orthodox monetary techniques furnished 
much of the inspiration for the second process—the drive 
for greater economic freedom. Flexible money policy is 
the classical and natural regulator of the free price-system, 
and the monetary measures of 1951-52 were the first major 
move in this direction. Its success became symbolic, as 
an augury and an encouragement. 

It also provided much more tangible support than this. 
Just as the disinflation had created the economic elbow- 
room within which it became feasible to ease the physical 
controls, so the knowledge that an effective monetary control 
was being restored provided the reassurance against the 
risks that greater economic freedom would bring. Many of 
the freeings of these past two years, and especially those in 
import licensing, in commodity markets and in exchange 
controls, could not reasonably have been risked unless there 
was confidence that the money and capital markets could 
effectively perform their full regulatory functions and would 
be increasingly responsive to the touch of the central bank. 

The important contribution of monetary policy in this 
second phase has not been displayed in dramatic acts such as 
those that marked its reawakening in 1951-52. Its task has 
been twofold—to ensure that monetary tendencies did not 
in themselves give rise to a new disequilibrium, and to 
improve the technical apparatus so that its flexibility and 
effectiveness at least kept pace with the needs created by 
the freeings in the price mechanism as a whole. 
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It was to discharge this first responsibility that Bank 
rate was maintained at its crisis level of 4 per cent so much 
longer than many people deemed necessary. The monetary 
authorities were obviously determined not to take any 
chances ; their aim was to consolidate the gains thar had 
been won and to ensure that there remained a safety-margin 
for the drive for freedom. But although the tautness of 
domestic monetary policy—in the sense, for example. of 
the directives to the banks about lending policy—was cased 
hardly at all, the authorities could not be accused of pressing 
unduly upon business. The successful disinflation of 1952 
had given place to reflation ; but this occurred partly spon- 
taneously and partly through the deliberate stimulus of 
the 1953 budget, and did not need an added stimulus from 
any overt softening of monetary policy. 

This explains the seeming paradox, plainly displayed in 
the accompanying tables, that the phase of continued taut- 
ness of monetary policy was marked by a vigorous expansion 
of the volume of money. The source of this expansion was 
at first the borrowings by the Government itself, as its 
budgetary surplus ran down and Britain’s deficit-borrowing 
abroad gave place to a current external surplus. In this 
period bank deposits rose despite the sharp contraction of 
the credit needs of the private sector of the economy. But 
in the past eighteen months or so, although the Government 
has still been increasing its borrowing from the banking 
system, its rate of new borrowings has been much reduced, 
while the private sector, instead of reducing its indebtedness 
to the banks, has been absorbing credit rather more rapidly 
than the Government. Part of this intake of credit by the 
private sector of course results from the return to it of 
financing functions that had been performed by the Govern- 
ment; but, apart from this, it is mostly the natural result 
of the recovery in domestic activity. So long as the credit 
expansion was not out of line with this revival, and so long 
as other evidence suggested that the general level of the 
economy was still below the inflationary danger-point, there 
was no reason for the monetary authorities to feel that the 
credit trend was inconsistent with the cautiousness of their 


TABLE Il 
CHANGES IN ASSETS STRUCTURE, 1951-54* 


} 





——— 





Nov., 1951t | May, 1953 May 4 
{mn % {mn % £ mn 
Net deposits.................. |5,973-3 5,864-9 6,104.4 
Liquid Assets -— 4 
SMR Gi odes | 517-2 84) 4983 82) 5006 79 
Call money .::....... | 562-3 9-1 463-7 7-6) 463°! 
WE be beaks ag aeee | 9OL-L 14-6 |1,079-8 17-8 | 1,121 5 
Total Liquid Assets ...... 1,980-6 32-1 (2,041-6 33-6 2,085.4 329° 
“Inflexible” Assets :— 
Treas. deposit receipts. 1075 1-7 es 


invcitaents <i. ...<.. 2,032°7 32:9 |2,123-1 34-9 | 2,304-7 26-4 


Advances.,.........: 1,925-2 31-1 ae 29-1 |1,793°5 Rei 
Total ‘“‘Infiexible’ Assets |4,065-4 65-7 {sams 64-0 4,098-0 647 


* Asset ratios are expressed in terms of gross deposits. 
+ First make-up after launching of “new” monetary policy {and accompanying 
funding operation). 





overt policy, as seen in the maintenance of Bank rate and 
their attitude towards the banks. 

The first sign of a softening was the reduction of Bank 
rate to 34 per cent last September ; the change naturally set 
inmotion a general easing of market rates and of charges 
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BANK OF SCOTLAND 
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A BANKING SERVICE THROUGH 
THIRTEEN REIGNS 


AFFILIATED BANK 


THE UNION BANK 


OF SCOTLAND LIMITED 


anada 


New trade connections 


For assistance in arranging desir- 
able new trade connections in 
Canada, call on our Business 
Development Department. 


London Offices : 


6 Lothbiry, E.C.2 
2 Cockspur Street, S.W.1 


THE ROYAL BANK 
OF CANADA 


Over 790 branches in Canada and abroed 


ASSETS EXCEED $2,800,009,000 


Incorporated with limited liability im Canada in 1869 
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The Chartered Bank of India, Australia and China was incor- 
porated in England by Royal Charter on 29th December, 1853, 
and during the ensuing century its system of Branches has been 
progressively extended to most centres of commercial importance 
throughout Southern and South Eastern Asia and the Far East. 
At all these Branches a complete banking service is available and, 
in particular, facilities are provided for the financing of inter- 
national trade in co-operation with the Bank's offices in London, 
Manchester and Liverpool, its Agencies in New York and 
Hamburg, and a world-wide range of Banking correspondents, 


THE GHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


Head Office: 38 Bishopsgate, London, E.C.2. 


* Realms of Silver,’ Sir Compton Mackenzie's history of the . 
Bank, has been published by Routledge & Kegan Paul. Copies of 
the book may be ordered through any bookseller at a cost of 25/- 


WILLIAMS DEACON’S 
BANK LIMITED 


founded 1771 


Head Office: Mosley St., Manchester 


Principal London Office : 
20, Birchin Lane, E.C.3 


Every description of Banking business 
transacted 


The Bank acts as Executor and Trustee 
Associated Banks: 
THE ROYAL BANK OF SCOTLAND 
GLYN, MILLS & CO. 








HEAD OFFICE : 
Founders Court, Lothbury,'E.C.2 






BRITISH BANKING 


INDIA - PAKISTAN - > CEYLON - MALAYA - SINGAPORE 


Eastwards? 


Business houses looking Eastwards for extended 
markets are invited to make full use of the 
services of The Mercantile Bank of India. 
With branches in all important trading centres 
the Bank will be pleased to provide current 
information regarding agency channels, ship- 
ping, exchange regulations and allied problems. 


THE 
MERCANTILE BANK 
OF INDIA LIMITED 


Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 


HONG KONG - CHINA - MAURITIUS - THAILAND 











For an International Banking 


and Financial Service 


ULAR 
bith 
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BANKERS 





WEST END OFFICE : 
123 Pail Moll, S.W.1 








Telephone : MONarch 9833 FOUNDED - 
(14 lines). 


1810 








Telephone : WHitehall 7721 





THE ECONOMIST, JUNE 12, 1954 


THE NATIONAL BANK 
OF SCOTLAND LIMITED 


Established 1825 


Capital—Subscribed - ~- £5,400,000 

Paid up - - - 1,500,000 

Reserve Fund - - . - 2,500,000 
Total Assets 

(Ist November, 1953) - - 117,000,000 


Head Office : EDINBURGH 


General Manager: J. ALLAN BROWN 


London Offices : 


City Office : 
37, Nicholas Lane, Lombard Street, E.C.4, 


West End Office : 
18/20, Regent Street, Piccadilly Circus, S.W.!. 


BRANCHES THROUGHOUT SCOTLAND 


ENGLISH, SCOTTISH & 
AUSTRALIAN BANK 


* 





Subscribed Capital ee. $5,000,000 
Paid-up Capital... saa aes -.- $3,000,000 
Further Liability of Proprietors ..-  £2,000,000 
Reserve Fund ove pe see «--  £3,000,000 
Through more than 400 Branches in Australia and a net- 
work of Agents and Correspondents in al] overseas countries 


this Bank is enabled to handle all classes of Banking Business 
exchange transactions, trade enquiries, é&c. 


* 









Address enquiries to Head Office: 
5, Gracechurch Street, London, E.C.. 
J. A. CLEZY, General Manager in London. 
West End Branch : 8-12, Brook Street, W.1. 
Chief Office in Australia: Collins Street, Melbourne. 
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for many bank loans and overdrafts. But the authorities 
contended then, and would still contend, that the softening 
was really only incidental to an attack upon the second part 
of their task. That Bank rate “adjustment ” was the first 
of a series of moves designed to give more genuine flexibility 
to the revived monetary apparatus once the difficult transi- 
tion from inertia had been accomplished and the lines for 
further advance tested. The shock of the transition had 
been cushioned by special devices that were quite out of 
keeping with the principles of a freely functioning money 
market—and whose adoption had, indeed, led many people 
to question at first whether the authorities were not rather 
half-hearted in their protestations about the virtues of 
fexibility. But their moves last autumn showed that these 
devices had been designed for temporary use only. 

The reduction of Bank rate then, without any reduction 
in the rate for seven-day loans to the discount market 
formerly the “ special ” rate, introduced in 1951, for loans 
against the security of Treasury bills only), struck away 
the advantage that had been given to the Treasury bill. 
Simultaneously, the Bank withdrew its objection to a lower- 
ing of the market’s uniform rate for commercial bills, and 
by these two measures enabled the Treasury rate and com- 
mercial rates generally to come into more reasonable align- 
ment. And, a few weeks later, its conversion operation to 
deal with the November maturity of Serial Funding Stock— 
one of the stocks by which the banks’ holdings of Treasury 
bills had been funded as a means of curtailing the liquidity 
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ratio—trevealed that the objectionable technique of com- 
pulsory funding had been entirely dropped. 

These measures not only produced a more natural rela- 
tionship of rates in the market but enabled the authorities 
themselves to operate more flexibly upon it. The technique 
of using variations in the day-to-day supply of funds as the 
means of deliberately influencing market discount rates has 
been developed much more noticeably in recent months, 
and on several occasions has been valuably employed to 
give a clear lead at moments when other influences—notably 
those emanating from New York—threatened to cause a 
change of trend. 

The new flexibility has, of course, been seen most strik- 
ingly in action on the occasion of the reduction of Bank 
rate, to 3 per cent, last month—the first entirely normal 
change in the rate for many years. This is indeed the point 
at which the intimate connection between the availability 
of efficient monetary weapons and the drive for freedom 
can be most easily seen. The new freedom, and the con- 
fidence it has inspired, has been the immediate cause of the 
massive flow of overseas funds towards London in recent 
months. But an undue intake of highly volatile money 
might raise the risks of freedom embarrassingly ; the 
classical instrument has therefore been used to discourage 
that particular type of influx. Sterling’s strength has in 
the traditional manner provided the signal for an easing 
of rates at home. And the traditional weapon will surely 
be used again when the opposite pressures recur. 


Steps in Convertibility 


NDER British exchange regulations at present, the only 

foreign holders of current sterling that can auto- 
matically convert their balances into dollars are residents 
of the dollar area, and holders of certain other special types 
of sterling accounts. But in the past year the drive towards 
effective convertibility for all foreign holders of sterling has 
gone so far that it is only a slight exaggeration to say that 
a granting of full sterling convertibility to non-residents 
would represent littke more than an official recognition of 
a practical fait accompli. The progress made in widening 
the scope for using sterling has in this important phase 
followed the dual lines of the so-called “collective 
approach” to convertibility—its aim has been freer trade 
as well as freer payments. 

Along the first line a major achievement has been the 
liberalisation of imports into the United Kingdom from 
other West European countries. In spite of the fact that 
Britain has remained in substantial debt to the European 
Payments Union, the percentage of private-trade imports 
that are permitted without restrictive licence (expressed as 
4 proportion of total imports in 1948) has been raised during 
the past year from 58 to 80 per cent. The extent of relaxa- 
tion has, moreover, been greater than these figures suggest, 
because the proportion of total imports into Britain handled 
by private traders has substantially increased—so that the 
Percentages apply to a larger segment of total imports. 

The removal of quantitative restrictions on imports has 
tot, however, been restricted to goods originating in 
countries of the Organisation for European Economic 
Co-operation. There has also been a substantial, though less 





publicised, easing of restrictions on imports from the dollar 
world. For certain goods, such as newsprint, larger alloca- 
tions of dollars have been made available ; but by far the 
most important easing of restrictions on dollar imports has 
come from the freeing of commodity markets and the asso- 
ciated granting of “ open general” (that is quite unrestric- 
tive) licences for many of those commodities—provided that 
any resultant dollar imports are made only for consumption 
in the United Kingdom. About 50 per cent of the imports 
now coming into Britain from dollar sources are wholly free 
of import restrictions. 

The list of commodities freed from Government import 
and restored to private trading during the past twelve 
months. is long and impressive. In foodstuffs it includes 
wheat, other cereals and feeding stuffs (May, 1953), rice 
(July), dried fruits (December), and oil and oilseeds 
(January and February, 1954). Among other commodities 
freed in the past year are copper (August, 1953), and 
hemp, sulphur, magnesium and tungsten in the first four 
months of 1954. 

The associated reopening of many commodity markets 
of international importance has embraced, moreover, 
markets of special significance from the standpoint of con- 
vertibility, namely, those for copper, cereals and cotton. 
Copper is one of the few dollar commodities that may now 
be freely re-exported to any destination—and hence pro- 
vides a medium through which foreigners can in effect 
freely convert their sterling into dollars. In the case of 
cereals, exchange control arrangements have been made 
that allow imports irrespective of the country of origin 
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and of the currency in which payment has to be made, but 
only on condition that they are intended for home con- 
sumption. Cotton is at present importable freely only from 
non-dollar sources, but in September dollar cotton also 
will be freely negotiable on the Liverpool futures market. 
Where these commodities are intended for re-export to a 
sterling area country, the necessary permission of the 
exchange control in the country in question must be secured 
if dollars have been paid by the United Kingdom importer. 
If re-export is made to a non-sterling country the general 
rule to be followed is “ dollar for dollar.” 

Considerable restrictions do thus remain on convertibility 
of sterling into commodities having an international market, 
though it is interesting to note that those restrictions are 
less rigorous for residents than they are for non-residents. 
The freedom with which dollar goods can be imported 
into Britain for domestic consumption may, however, be 
ranked as one of the major aspects of the advance towards 
convertibility made over the past year ; whilst the more 
limited freeing of commodity markets to international traders 
has made a far-reaching step towards convertibility for the 
foreigner. 

* 


It is, however, along the line of freer payments that the 
most direct evidence of progress towards convertibility will 
be found. One of the first actions of the Conservative 
Government after it took office in October, 1951, was 
to resurrect the London foreign exchange market. Official 
quotations for forward exchange were discontinued and 
authorised banks were permitted to deal forward at rates 
dictated by supply and demand in the market. More 
important was the freedom given to authorised banks to 
transact foreign exchange operations as principals and no 
longer merely as agents for the authorities. These moves 
were, however, merely the curtain raiser. The genuine 
performance began in May 1953, when the resumption of 
arbitrage transactions between the principal European ex- 
change markets in the more important EPU currencies was 
permitted. At first, the arbitrage operations were limited 
to spot dealings, but in October they were extended to 
forward transactions for periods of up to three months. 

This restoration of arbitrage facilities marked a con- 
siderable step forward in the freeing of foreign exchange 
dealings. The new scope for multilateral arbitrage opera- 
tions in a free foreign exchange market quickly ensured that 
the cross-rates of exchange came into line with bilateral rates. 
Experience showed that the dealing skill of London bankers 
and specialist houses had not been wholly lost ; before long, 
London was again attracting a very substantial part of 
Europe’s foreign exchange business. It was then found that 
arbitrage dealings through sterling, in the main transacted in 
London, took up most of the clearing function previously 
borne by the monthly settlements through EPU. 

Two further considerable moves towards convertibility 
were made last March, when the London gold ‘market was 
reopened and steps were taken to unify, with a few tem- 
porary exceptions, all non-resident sterling other than that 
on American, Canadian and blocked accounts. The trans- 
ferable account area was extended to include all non-dollar 
countries outside the sterling area—except, for the time 
being, Persia, Turkey and Hungary. The effect was to 
allow balances in transferable accounts to be transferred 
freely and without formality for any purpose, capital. or 
current, over virtually the whole non-dollar world. A major 
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simplification has thus been secured in the variegated stryc. 
ture of non-resident sterling. Apart from blocked 0; capital 
sterling, non-resident sterling now therefore conforms to 
two main groups: American account sterling, which jg 
automatically convertible into dollars, and transferable 
account sterling. In a technical sense, it will need merely 
the touch of a switch, allowing equally free tran 
sterling between these two groups of accounts, to 
effective convertibility of all non-resident sterling. 

The reopening of the London gold market was neces. 
sarily subject to restrictions on its freedom. Complete free- 
ing of the gold market for non-residents would clear!) have 
conferred convertibility of sterling into gold and dollars, 
Under the present arrangements, therefore, dealings in the 
gold market are conducted in sterling, and anyone may sel] 
gold in the market, but purchases are allowed only avainst 
payment in American or Canadian account sterling or against 
sterling acquired previously against sales of dollars or gold, 
and called “ registered sterling.” 

Almost from the moment of its reopening, the J ondon 
gold market re-acquired its previous position as the premier 
centre of the world for dealing in this metal. It is a genuine 
two-way market in which the bulk of the Commonwealth 
production of gold is now sold and where a large part of 
the world’s demand for free gold is attracted by the excep- 
tionally close rates that dealers quote. Some fears were 
expressed at the outset that sterling might be damaged by 
permitting quotations for gold that might depart from the 
official sterling parity. But the price quoted for gold in 
London has steadfastly remained below the mint parity of 
250s. per fine ounce, so that in fact no such damage has 
been done. Indeed, by greatly extending the scope of 
London’s facilities as an international financial centre the 
gold market has made an important contribution to the 
strength of sterling and so, indirectly, to the goal of 
convertibility. 


siers of 
a chieve 


* 


Yet another straw to show how the wind blows towards 
convertibility is the more liberal policy that has been pur- 
sued by the Treasury and the Bank of England in providing 
dollars for new investments in Canada. There is accordingly 
a considerable measure of convertibility of resident sterling 
into Canadian dollars even for capital investment. 

Other significant milestones on the road to convertibility 
have been passed during the year as the rising confidence 
carried the various rates for sterling up towards the 
official parity. The official rate itself has for several months 
been bumping up against the ceiling of the upper go'd point 
of $2.82, and it would unquestioningly have risen beyond 
that figure had it not been for official intervention. | he rate 
for transferable sterling has strengthened to nearly $2.79 and 
that for security sterling is only a fraction below it. [hese 
unofficial rates, it should be noted, are within the preseal 
official range of permissible fluctuation of the London sterling 
rate. 

This remarkable strength in the unofficial rates for ster- 
ling has been achieved without apparent intervention oy the 
authorities. It is for this reason that it can be argued that 
for most practical purposes convertibility is an accomp!ish 
fact, since non-resident holders of sterling can now secur 
convertibility of their balances at virtually the officiz! rate. 
This puts a reassuring gloss on the estimates of the stralf 
that may have to be taken by sterling if and when ‘at 
accomplished fact is formally acknowledged. 

‘ 
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HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hong Kong) 


rhe Liability of Membere ie timited te the extent and in manner prescribed tp Chapter 70 of 
the Laws of Hong Kong. 


Capital Issued & Fully Paid Up $20,000,000 
Reserve Funds Sterling .. .. £6,000,000 
Reserve Liability of Members... $20,000,000 


East of Suez 





East of Suez! A phrase that quickens 
the imaginative pulse, evoking 
images of a strange, exciting world— 
the mysterious Orient, the exotic 
East of Stevenson, Kipling’s India. 
Life would be dull, indeed, without 
fiction, and Kipling and Stevenson 
will always find a welcome from the 
armchair traveller; but for those 
concerned with the sterner stuff of 
easfern commerce, information of 
a more realistic nature is required. 
This explains why so many business- 
men and traders consult the National 
Bank of India for accurate and de- 
pendable information on conditions 
in the East. Through their long- 
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meee. standing associations the National 
MA oe a iy" nlylaalean Bank of India have established an 
ai Caleutta Rule Lumpur Manila unrivalled knowledge of the many 
LY alacca : ; 
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NATIONAL BANK OF INDIA LIMITED 


Head Office : 26 Bishopsgate, London, E.C.2. 
West End (London) Branch: 13 St. James’s Square, London, S.W.1 


* Not at present operating. 


BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken by 
the Bank’s Trustee Companies in 
HONG KONG LONDON SINGAPORE 





Bankers to the Government in ADEN, KENYA, UGANDA & ZANZIBAR 


UP-TO-THE-MINUTE SERVICE 


from 


Canada's Oldest Bank 


Ever since 1817 the Bank of 
Montreal has been actively con- 
cerned with commercial and 
industrial developments through- 
out Canada. To-day the Bank 
offers experienced service to enable 
you to assess present oppor- 
tunities in the expanding Cana- 
dian market. 
















COMMERCIAL BANK 
OF AUSTRALIA 
Limited 


Incorporated in Victoria 















JF MONTREAL 


47 THREADNEEDLE STREET, 
LONDON, E.C,2 


Head Office; MONTREAL 













680 OFFICES THROUGHOUT 
AUSTRALIA AND NEW ZEALAND 
Founded 1866 


LONDON OFFICE: I2 OLD JEWRY, E.C.2 Assets Exceed $2,300,000,000 600 Branches across Canada. 


Incorporated in Canada im 1817 with Limited Liability. 
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A complete banking service, 

special departments for 

foreign exchange. income tax 

and executor and trustee 
business 


NATIONAL BANK 


LIMITED 





13-17, OLD BROAD STREET, LONDON, E.C.2. 


(MEMBER OF THE LONDON BANKERS’ CLEARING HOUSE) 
LIVERPOOL MANCHESTER CARDIFF, ETC. 
34 & 35, COLLEGE GREEN, DUBLIN 
BRANCHES AND SUB-OFFICES THROUGHOUT IRELAND 


AGENTS and CORRESPONDENTS 
ALE OVER THE WORLD 





Knowing where to look 


is half the battle. If you need informa- 
tion on business conditions in Australia 
and New Zealand, you will direct your 
enquiries to the Bank of New South 
Wales—oldest and largest joint-stock 


bank operating in those countries. 

Over 850 branches and agencies 
spread throughout Australia, New Zea- 
land, Fiji, Papua and New Guinea keep 
the Bank of New South Wales up-to- 
date on every local business, industrial, 
and rural aetivity. 


Consult and use— 


BANK OF 
NEW SOUTH WALES 


HEAD OFFICE — SYDNEY, AUSTRALIA 


LONDON OFFICE—29 Threadneedie Street, £.C.2 
D. J. M. Frazer, Manager 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 
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THE BRITISH LINEN BANK 


INCORPORATED BY ROYAL CHARTER 1746. 


LONDON OFFICES: 
City Office: 
38, THREADNEEDLE STREET, E.C.2. 


West End Branch: 
198, PICCADILLY, W.1. 


OVERSEAS BUSINESS 


Special Departruents at the Bank’s 
London City Office, at the Principal 
Glasgow Office, and at the Head 
Office are fully equipped to handle 
every description of Overseas Bank- 
ing Business. Enquiries are invited. 








Principal GLASGOW Office: 
110, QUEEN STREET, C.L. 


BRANCHES THROUGHOUT SCOTLAND. 


HEAD OFFICE: 
38, ST. ANDREW SQUARE, EDINBURGH, 2. 








AFFILIATED TO BARCLAYS BANK LIMITED 


THE BANK THAT CONDUCTS THE 
LARGEST BANKING BUSINESS 
IN NEW ZEALAND 


Since its establishment nearly 100 years ago, th 
Bank of New Zealand has kept pace with the 
country’s development. Information supplied by 
over 325 Branches and Agencies provides current 
data on all aspects of commerce and industry, 
which is freely available to all with present o1 
projected interests in the Dominion. 


You are invited to contact the London Office 
ot the Head Office 


BANK OF 
NEW ZEALAND 


(Incorporated with limited liability in New Zealand) 


London Office : Head Office : 
1, Queen Victoria Street, Wellington, 
E.C.4. New Zealand. 
Branches also in 
Melbourne and Sydney (Australia); Suva, Lautoka, 
Labasa, Ba and Nadi (Fiji); Apia (Samoa). 
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Canada Plans a 





HIS current year, the year of the decennial revision of 
+ the Canadian Bank Act, under which the eleven 
chartered banks operate, is proving to be an unusually 
eventful one. Some of the significant changes in banking 
practice now taking shape stem from actual changes in the 
iaw—including amendment of the Bank of Canada Act, 
under which the central bank operates—but one of the most 
interesting will come from the voluntary action of the banks 
themselves. The chartered banks are now actively discus- 
‘ an arrangement that would give Canada its first 
beginnings of a short-term money market. The Bank of 
Canada, which has long favoured such a development, has 
acted as an unofficial godfather behind the scenes, and it 
is expected that the first definite steps will be taken within 
a week or two. 

Under the present system the absence of a genuine call 
loan market has led the Bank of Canada into a role that 
cannot be regarded as suitable for the regular operations of 
a central bank. The cash position of each chartered bank 
has to be regulated by strictly bilateral transactions with 
that institution. If one bank finds itself temporarily short 
of cash it goes immediately to the Bank of Canada to sell 
bonds, while a bank that is “over” in cash will in due 
course correct its position by buying bonds from the Bank 
of Canada. It has long been felt in official quarters that it 
would make for a healthier and more flexible banking system 
if these corrections could be made by inter-bank dealings. 
Inevitably, banks that are short of cash are in more of a 
hurry to replenish their reserves from the Bank of Canada 
than the banks that are long on cash are to get rid of it, 
so that the volume of central bank credit constantly tends 
to be larger than is strictly necessary, thus weakening the 
central bank’s power of control. 





























* 











Last year, moreover, the Bank of Canada found itself 
obliged to inaugurate a scheme of its own for financing the 
inventories of bond jobbers. ‘Having, early in 1953, 
rearranged the issue of Treasury bills so as to provide 
regularly weekly issues and maturities, the bank wished to 
encourage dealing in these and other short-term maturities 
by encouraging jobbers to “run a book” in them. To 
provide adequate finance at sufficiently low rates, the Bank 
offered a purchase-and-resale agreement. Reporting on this 
in the Bank’s annual report for 1953, the Governor, Mr 
Graham Towers, said: 









































“ These arrangements offer jobbers an alternative method 


f financing inventories of such securities so that they are at 
all times able to meet the requirements of their customers, 
including other bond dealers who only occasionally have 
transactions in short-term securities. A further effect of this 
alrangement is the relieving of the market from excessive 
pressure in the event of a temporary shortage of cash on the 
part of the chartered banks. Development of a broader 
market in Treasury bills and short bonds is of value to 
chartered banks wishing to adjust their cash positions either 
by increasing or reducing their portfolios.” 


When the new scheme begins to operate, cheaper call loans 
from the chartered banks may displace the purchase-and- 
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Money Market 


resale agreements as the main source of finance for bond 
jobbers, but it is probable that the Bank of Canada will 
maintain its facilities as a sort of backstop. 

If the new call loan market develops as expected, it will 
fit in with the new statutory requirement governing the 
banks’ cash ratios. The Bank of Canada is now given power 
to regulate the minimum monthly cash ratio of each bank 
at limits set between 8 and 12 per cent. The cash ratio will 
not be a fixed daily minimum, but will be calculated on the 
average reserve held over a period of a month, in order to 
provide a reasonable flexiblity. A fixed daily minimum, it 
is argued, would prevent the reserve from ever being used. 
When the new procedure takes effect, the required 
minimum ratio will be 8 per cent, and the Bank of Canada 
will be able to raise it at any time provided it gives a 
month’s notice ; but no increase may exceed 1 per cent in 
any one month. The new power is regarded in Canada 
as furnishing a potent weapon to the central bank against 
the return of inflationary pressure ; but it is not expected to 
be used in more normal conditions. 


* 


Another major change, which had a mixed reception from 
the commercial banks, was legislation authorising them 
to invest and deal in insured mortgages on residential 
property. The major source of mortgage money for a very 
considerable housing programme in recent years has been 
the insurance companies, but last year they showed signs 
of approaching their saturation point for mortgage invest- 
ment. The federal government’s housing authorities were 
therefore confronted with the alternatives of increasing the 
government’s participation by direct loans, which they were 
reluctant to do, or of finding other private sources of funds. 
A scheme was therefore devised whereby a Crown Cor- 
poration, called Central Mortgage and Housing, would 
insure approved mortgages on new house building, subject 
to inspections by its own staff. The banks have been 
authorised to invest in these insured mortgages, and they 
are being encouraged to deal in them, though it is provided 
that if a bank sells mortgages to a private investor, it must 
continue to manage them for a small fee. 

As some time-lag was expected before the banks could 
meet the whole demand for mortgage money, the Central 
Mortgage and Housing Corporation was provided with 
funds and authority to provide direct government loans for 
house-building if this appeared necessary. After two 
months’ experience, it now seems much less likely than it 
did that the Government will have to lend on any sub- 
stantial scale. In spite of the rather grudging reaction of 
some banks, the way has been opened by others. The Bank 
of Montreal jumped in immediately after the law came into 
effect, and made the first loans, both to commercial builders 
and to private owners, at both ends of Canada. Immediately 
afterwards the Royal Bank followed with newspaper adver- 
tisements inviting people to discuss their mortgage needs 
with their bank managers. The scheme appears to be off 
to a good start. 

During the House of Commons’ discussion of the amend- 
ments to the Bank Act, the question of personal loans was 
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raised by one of the banks, Mr N. J. McKinnon, general 
manager of the Canadian Bank of Commerce, suggested to 
the Commons Banking and Currency Committee that the 
permitted interest rate on small personal loans should be 
I per cent per month, and that the banks should be allowed 
to take chattel mortgages as security. Under the old act no 
loan payable in Camada may carry interest or a rate of 
discount higher than 6 per cent, and chattels may not be 
accepted as security for ordinary personal loans. The Bank 
of Commerce has already devised a.scheme whereby it 
makes personal loans at a 6 per cent discount and payable 
in instalments, giving it an effective interest rate of nearly 
10} per cent, and Mr McKinnon explained that he thought 
the bank could provide a greater service to borrowers if it 
could get a slightly higher return. Mr T. H. Atkinson, 
general manager of the Royal Bank and this year’s president 
of the Bankers’ Association, opposed this proposal, and the 
Commons Committee was obviously not sympathetic to it ; 
but the Government did say, rather unenthusiastically, that 
it would not oppose an amendment to make chattel mort- 
gages available as bank security for personal loans. The 
Committee is reporting to the full House accordingly ; and 
chattel mortgages will presumably be permitted in the 
amended Bank Act. 

Another recent development of practice as distinct from 
law, the launching of a new.type of personal savings plan, 
has aroused some interest and argument. The Bank of 
Nova Scotia has started a “Personal Security Plan” that 
combines an insurance feature with a regular monthly 
savings deposit. The small saver, between ages 6 and 46, 
undertakes to reach a stated “ savings goal,” between $100 
and $1,000, in 50 monthly instalments. So long as his 
deposits continue regularly, he is insured from the time of 
his first deposit for the full amount of his savings goal. The 


e 
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success or failure of the plan will be followed with some 
interest, because many bankers believe the bookkeeping will 
be too great for the results achieved. 

Other changes in the Bank of Canada Act are worth 
noticing. The most important of these, on the longer view, 
may be a removal of the restrictions that formerly forbade 
the central bank to hold securities of over two years 
maturity to the extent of more than §0 per cent of its 
liabilities. This relaxation does not foreshadow any early 
change in the Bank of Canada’s holdings, but it does clear 
the way for Central Bank operations in the long-term 
market if such intervention should ever seem desirable in 
the future. It would ensure that the Government would 
not again have to resort to the use of its own securities 
investment account if it wished to influence the long-term 
market, as it did for a while in the years immediately after 


the war. A more immediate advantage for the Bank of 
Canada is the increased scope afforded to it for smoothing 
the launching of new issues—such, for example, as the 
$300 million of 3} per cent 1976 stock and the $550 million 
of 24 per cent 1956 stock issues that were sucessfully issued 
in May. 

New requirements have also been laid down for the hold- 
ing of foreign currencies by the Bank of Canada. Its new 
powers are restricted to holding any amount of obligations 


of the United States Government in any form and obliga- 
tions of the United Kingdom Government in maturities of 
up to six months. Formerly, the Bank was authorised to 
hold maturities up to six months of any British Dominion 
or of France. Now the restriction to the short-term securi- 
ties of the United Kingdom alone—and, in effect, virtually 
to UK Treasury bills—will merely leave scope for employ- 
ment of the limited amount of sterling that the Bank holds 
as working balances. 


Australia’s Economic Recovery 


BY A SPECIAL CORRESPONDENT 


“6 USTRALIA’S finances have never been more solid, 

her prosperity never more noticeable, and her 
Treasury never more solvent.” This broadside marked the 
opening of Mr R. G. Menzies’s successful campaign in last 
month’s general election. Its hyperbole did not, however, 
go beyond the bounds of electoral licence ; for Australia 
has indeed made a striking recovery from the near-crisis 
of 1952. 

The drastic cuts in imports, aided by the maintenance of 
high prices for exports, converted the external payments 
deficit of £ A580 million incurred in the twelve months to 
mid-1952, into a surplus of {A171 million in 1952-53. In 
the eight months to end-February last there was a visible 
surplus of roughly £A136 million. Net payments for 
invisibles absorb nearly {A200 million a year, but when 
receipts from non-monetary gold and net capital movements 
are taken into account, it would appear that, even after the 
almost complete lifting of the import ban, Australia should 
this year show a comfortable surplus on its balance of 
payments as a whole. 

This external recovery has beén buttressed by a check 
to the dangerous wage-price spiral. On September 12, 
1953, the Arbitration Court suspended the automatic 


quarterly adjustment of basic wages to movements in the 
cost of living index, and in the ensuing six months this 
index (for the six capital cities) was virtually stabilised. 
This process has, of course, been assisted by the tendency 
of the average cost of imported goods to fall, but there has 
also been a decline in the average cost of goods of internal 
origin. The shortages, notably of fuel and power, that were 
a constant danger to the economy until two or three years 
ago have almost completely disappeared. 

An interesting aspect of this recovery is the comparatively 
painless manner in which it has been achieved ; it might 
have been expected that the extremely -drastic cut in 
imports would have caused major dislocation. The mainten- 
ance of reasonably high and stable export prices obviously 
eased the transition, especially by sustaining confidence— 
even though it maintained domestic demand at a time when 
the supply of consumption goods was falling. But there 
can be no doubt that the comparative smoothness of the 
adjustment owed much to the banking system, and 
especially to the Commonwealth Bank—which inspired 4 
flexible banking policy, and ensured that the deflationary 
shock (particularly to the import trades) did not go beyond 
bounds. But although the pressure was not allowed to lead 
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ALEXANDERS DISCOUNT 
COMPANY LIMITED 


24, LOMBARD STREET, LONDON, E.C.3 


CAPITAL PAID UP- ~- £1,400,000 
RESERVES- - - = £2,500,000 


DIRECTORS : 

SIR ERIC GORE BROWNE, D.S.O., O.B.E., T.D., 
Chairman. 

ROBERT ALEXANDER 

THE RT. HON. LORD BALFOUR OF BURLEIGH, D.L. 

MARK DINELEY 

SEYMOUR JOHN LOUIS EGERTON 

IOHN PATRICK RIVERSDALE GLYN 

ALAN RUSSELL 


MANAGER : 
ANTONY MACNAGHTEN 
DEPUTY MANAGER : CHARLES C, DAWKINS 
ASSISTANT MANAGERS : A. j. McLENNAN, M, L. CREGEEN 
SECRETARY: F. W. HATCHER 


BANK AND FIRST-CLASS TRADE BILLS 
DISCOUNTED 


MONEY RECEIVED ON DEPOSIT 









GUINNESS, MAHON & CO. 


MERCHANT BANKERS 
ESTABLISHED 1836 


53, CORNHILL, 
LONDON, E.C.3. 


GUINNESS & MAHON 


17, COLLEGE GREEN, 
DUBLIN 


GUINNESS MAHON 
REPRESENTATION CO. INCORPORATED 


115, BROADWAY, NEW YORK 6, N.Y., U.S.A. 
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KLEINWORT, SONS 
& CO., LTD. 


Established 


CUBA 1792 LONDON 1830 


MERCHANT BANKERS 


20, FENCHURCH STREET, 
LONDON, E.C.3. 















CREDIT 
LYONNAIS 


Limited Liability Company Incorporated in France 
ormmce, 40, LOMBARD ST., E.C.3 
WEST END BRANCH 
25/27, CHARLES Il STREET, HAYMARKET, S.W.1. 
Private Safes for rental at this Office 


















TRAVELLERS’ CHEQUES ISSUED IN FRENCH 
FRANCS PAYABLE AT ALL BRANCHES OF THE 
BANK IN FRANCE AND THE FRENCH FRANC AREA. 











ALL BANKING TRANSACTIONS 


BRANCHES IN EGYPT, NORTH AFRICA, SYRIA 
AND ON THE WEST AFRICAN COAST. 


SUBSIDIARIES IN BRAZIL, LEBANON, PERU, 
PORTUGAL AND VENEZUELA. 


Central Office : PARIS, Head Office: LYONS, 
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) PHILIP HILL, HIGGINSON 


& (0. LIMITED 


BANKERS 


34 MOORGATE, LONDON, E.C.2 


Associated Company 
PHILIP HILL SECURITIES CORPORATION LIMITED 
Eagle Star House, Commissioner Street 


JOHANNESBURG 































THE BRITISH BANK 
THE MIDDLE EAST 


(Incorporated by Royal Charter 1889) 


| HEAD OFFICE 


| 51 GRACECHURCH STREET, 
LONDON, E.C.3 





Branches: Branches: 
ADEN Sateen CALCUTTA 
ALEPPO alr DAMASCUS 
|  ALKHOBAR RESERVE DAMMAM 
(for £1,300,000 DOHA 
| DHAHRAN) DUBAI 
| AMMAN JEDDAH 
BAGHDAD sepa 
; Operating in KUWAIT (& 
Samawal Street AH 
| Rashid Street Adea, MADD 
(South Gate) India, Iraq, MUSCAT 
BASRA Lebanon, Libya, TRIPOLI 
| BEIRUT sae cacanee (LEBANON) 
RAS BEIRUT ad sae TRIPOLI 
| BOMBAY vara (LIBYA) 


EVERY TYPE OF BANKING BUSINESS 
UNDERTAKEN 


THE ECONOMIST, JUNE 12, 1954 


Communication between business in- 

terests in Britain and Australia is 

greatly facilitated by the many services provided by The 
National Bank of Australasia Ltd. 

In addition to providing a full range of financial facilities the 
Bank undertakes industrial surveys, supplies economic inform- 
ation and helps with business introductions. If you deal, or are 
thinking of dealing with Australia, the Information Department 
of its London Office can smooth your way. 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


(Incorporated in Victoria) 





Your best introduction to Australia 


Head Office: 271-279 Collins Street, Melbourne 
London Office: 7 Lothbury, EC2 


Over 715 Branches throughout Australia Assets £257 Million 
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UNITED DOMINIONS 
TRUST LTD. 


| BANKERS 


The companies comprising the U.D.T. 


Group together provide a complete 


financial service to industry and 
commerce throughout Great Britain 
and the Commonwealth. 

Facilities are available for the provision 


of medium term loan capital to cover 


development andimprovements to 
plant and buildings, for the purchase 
of equipment and transport and for 


the placing of public issue of shares. 


Regis House, King William Street, London, E.C4 
Telephone : MANsion House, 8744 
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to great hardship or many dramatic failures, it was suffi- 
ciently acute to carry a sharp lesson both to management 
and to labour. The resulting shake-out was salutary ; labour 
conditions have certainly improved since then, and, so far 
js can be judged, there has also been a real drive for 
increased efficiency from the side of the employers. In the 
last six months, moreover, the process of rehabilitation has 
led on to a marked upswing in business in practically all 
Gelds ; economic activity has reached a new high level. 


* 


These are the high-lights in Australia’s economic picture. 
There are, however, some dark shadows. Despite its 
shake-out, the economy still has a dangerously high cost 
structure and is beset by rigidities that make the costs 
problem particularly intractable. The curve of wage rates, 
which was relatively gentle during the war and early post- 
war years, steepened violently after Korea, and its flattening 
in the past twelve months may soon give place to a new 
advance. 

The basic wage (Sydney) rose between 1939 and Novem- 
ber, 1946, only from 81s. to 101s.; four years later it was 
146s. But in December 1950 a special review conceded an 
increase of 19s., and in the following two-and-a-half years 
the quarterly reviews carried it, by May 1953, to 243s., at 
which level it has since remained. Statistics for New South 
Wales show that basic average real wages rose by 14 per 
cent between’ 1939 and 1952, while the average hours 
worked declined from 44 to 40 a week. 

There is much evidence to show that these trends have 
established Australia as a high-cost economy. A striking 
illustration comes from ICI ; they may be presumed to be 
reasonably efficient in keeping down such costs as are within 
their control, yet the caustic soda produced at their plant 
at Osborn in South Australia costs approximately twice as 
much as the ex-duty landed cost of soda from the United 
Kingdom. Admittedly, production in the United Kingdom 
has advantages over that in recently erected plants in 
Australia ; but this discrepancy is too great to be healthy. 

Every chairman’s speech refers to the need for cutting 
costs, but there is no real prospect of any substantial pro- 
gress in the immediate future. The strength of the unions 
in industry and of the Labour party in politics on the one 
hand, and the political influence of secondary industry on 
the other ; the easy habit of recourse to tariff protection, 
and the unwillingness of either political party to face the 
temporary unemployment that would accompany readjust- 
ments resulting from even a moderately free play of 
economic forces—all these factors rule out any radical 
approach, except under the pressure of imminent: disaster. 

Moreover, it seems likely that the wage-price spiral will 
start turning again towards the end of this year. There is 
a pending demand from the Metal Trades Union for a 28s. 
a week increase in margins for skill. The Arbitration Court 
decided last February to defer consideration of this claim 
until later in the year in view of its likely adverse effect upon 
the economy as a whole. But the steady rise in the basic 
wage has indefensibly narrowed the margins for skill. 

Tessure to expand the concertina at the higher end will 
tventually become irresistible ; the unions will not get 
‘verything they ask for, but they will get something. 

Similarly, the virtual ban on imports at the beginning 
of 1952 provided a shield behind which a substantial expan- 
‘ion of secondary industries occurred, some of it 
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uneconomic. The lowering of the ban has consequently led 
to a flood of applications to the Tariff Board for increased 
protection. That board, like the Arbitration Court, is 
acutely aware of the damage that can be done to the 
economy by any action that tends to increase costs, and it 
will undoubtedly approach these applications with a critical 
eye. But, here too, whilst the applicants will not get all 
they ask for, they will get something—and to that extent 
the increase in costs implicit in the expansion of industry 
behind protective barriers will begin to show itself. 
Courtaulds, for example, has announced that it operated at 
a loss in Australia during the six months to end-1953, and 
has consequently applied for increased tariff protection. 
Similarly, British Celanese (Overseas) has stated that its 
decision to go ahead with the setting up of a rayon factory 
on its Geelong site will now depend upon the outcome of 
the Tariff Board’s enquiry into the degree of protection that 
should be given. A few weeks ago new duties were 
announced on various types of electronic equipment, 
titanium oxide, and titanium white ; and a host of applica- 
tions are now before the board. 

It should be noted, too, that another inflationary force 
has come from the budget of 1953-54, which gave “ incen- 
tive” cuts in taxation totalling £A118 million. The 
Government, when framing this budget, recognised that 
much would depend upon the extent to which the released 
purchasing power went into investment or into consump- 
tion ; but the financial authorities are now convinced that 
substantially too great a proportion has been going into 
consumption. 

These inflationary threats naturally do not mean that the 
current high level of domestic activity will soon subside. 
Many specific cost comparisons do indeed show the 
Australian pound to be grossly over-valued ; but so long as 
the present high level of export income is maintained, the 
economy is effectively insulated against the normal conse- 
quences of inflation. If there were a sharp contraction of 
export income, however, the consequences to the Australian 
economy would be very rapid and very painful. The fall 
in internal incomes would, if left to itself, bring about an 
immediate slump. And if measures were taken to cushion 
the deflationary impact—the political pressure for such 
measures would certainly be very strong—a further devalua- 
tion of the Australian pound would be hard to avoid. : 


* 


The prospect therefore depends absolutely upon the level 
of export income, and for the next few years at least this 
still mainly means the income from wool. Perhaps more 
clearly than ever before, Australia is riding today on the 
sheep’s back. Of a total export income of some { A800-850 
million a year, wool now contributes roughly £A430-450 
million. In 1946-47, when wool prices were just beginning 
to rise, the Australian wool cheque was {A126 million ; in 
1948-49, not a bad year seasonally, it was £A231 million, 
little more than half the present level. 

There is, however, no reason to take a gloomy view ; the 
statistical position of wool is reasonably sound, and the 
situation that threatens in the Far East could easily work 
as a stimulus to commodity prices. It is true that Australia 
has had virtually eight good seasons in succession, and as 
the record for such a run is eleven years it would be prudent 
to expect some drought years in the immediate future ; but 
unless the drought was prolonged and on the disastrous 
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scale of 1945, it would not be likely to cause major trouble 
for the economy as a whole. 

On a somewhat longer view, an intriguing prospect opens 
up. Australia’s natural resources, it seems, ate likely to 
prove to be of considerably greater importance than was 
formerly supposed. When every allowance has been made 
for the exaggerations that greeted the discovery of oil at 
Exmouth Gulf, it does appear that a substantial field will 
be brought in, and that favourable conditions exist for the 
discovery of oil in other areas—with particular promise in 
Papua and New Guinea. Meanwhile, the outlook for 
uranium production steadily improves. In addition to the 
well-publicised operations at Rum Jungle, there have been 
promising finds at Radium Hill, Myponga, Lake Dundas, 
Mount Isa, and Adelaide River near Darwin. 

Aside from the possibilities of other mineral develop- 
ment, recent research has established beyond doubt that the 
productivity of land in Australia can be very greatly 
increased, and some major projects are now afoot to bring 
into production areas that have hitherto been quite useless. 
Other land, particularly in pastoral areas, can, by the appro- 
priate measures, have its sheep-carry more than doubled. 


Extending Bank 


N a number of recent controversies, notably that sur- 
rounding the tricky question of bank charges, the banks 
have faced criticism for not seizing eagerly every available 
mechanical or technical device that might offer a reduction 
in the costs of their routine operations. They have indeed 
been slow to contemplate the revolutionary possibilities of 
“robot” banking conjured up in some minds by recent 
developments in electronics that are now being employed 
to meet other needs in other types of business. But the 
banks have some excuse for hesitancy on this particular 
issue, for the problems of organisation that would be 
involved in any radical change—and only such a change 
could economically capitalise the real potentialities of 
electronic equipment—would be immense. And it would 
be a grotesque mistake to suppose that the banks’ attitude 
towards electronic projects of this major kind is indicative 
of their attitude towards mechanical aids in general. The 
banks were among the pioneers in the mechanisation of 
commerce. 

Nearly all branch banks are now mechanised in greater 
or less degree. Within the past few weeks, indeed, the 
Midland Bank has become able to claim that all its branches 
are equipped with some form of accounting machine. 
Although not all banks have reached this stage, in all of 
them the process of mechanised account posting that began 
in the "thirties has since been creeping outwards to cover 
almost the whole of the banking network of the country. 
The pattern of organisation laid down by these machines 
will not change again until some radically new system of 
book-keeping is developed. Short of the introduction of 
revolutionary new systems, there is little that the banks can 
do in the way of basic innovations. In consequence, their 
research departments have concentrated during the past 
three or four years on extending mechanisation to some of 
the smaller drudgeries of banking. 

Within the banks, the man who has gained most from the 
innovations is the cashier. Two specialised pieces of equip- 
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Experiments in the seeding of clouds that are stil! in progress 
suggest that a degree of rain control may be possible that 
would be of incalculable benefit. 

During the next five years, too, Australia will bevin to 
reap the benefits of her major programmes of investment. 
Power and irrigation projects—notably the vast Snowy River 
scheme, involving eventual expenditure totalling (A422 
million—should be beginning to show a dividend. Pro. 


grammes of expansion in some of the major industric,, par- 


ticularly steel, chemicals and cement, will be completed, and 
the extensive re-equipment of certain secondary ind: stries 
should show its results. The remarkably rapid incresse in 
population, which has hitherto been mainly a source 0} diffi- 
culties, should by then be bringing in its advantage 
Altogether, the long-term prospects for Austral: are 
favourable ; though they may not compare with those o 
Canada, they may come a good deal nearer to the Canadian 
expansion than has hitherto been expected. Whether these 
possibilities can be realised comparatively easily and com- 
fortably by a steady expansion will largely depend on the 
course of the traditional sources of export income in the 


important development phase that lies immediately ahes 


bate 


Mechanisation 


ment have come into routine use, a note-counting machine 
and note-weighing scales. These have relieved the cashier 
wholly or partially, of the hypnotic tedium of counting notes 
by hand, The counting machine can handle notes at the 
rate of 20,000 an hour, excluding stoppages for torn 
currency ; this compares with roughly 5,000 notes an hour 
that a trained clerk can count by hand. The scales are 
designed to weigh notes, normally in bundles of {100 ; and 
they are accurate enough to register the weight of a postage 
stamp. 

Opinions differ among the banks about the relative merits 
and reliability of these two machines. But on one point 
there is universal agreement: mechanisation of note 
counting is economic only when a branch handles quite an 
appreciable volume of notes a day. A daily intake of about 
£40,000 in notes is probably the economic minimum— 
and this is a comparatively high average. When a branch 
transacts this amount of business, the choice between the 
two machines is determined largely by the nature of its 
business. The scales, which are worked on the counter 
by the cashier, are useful in districts where—bu: 
where—large numbers of {100 bundles are likely t o¢ 
paid in. For there is less chance of congestion building 
up round the counter if the cashier can weigh the bundles 
as they are handed in instead of thumbing through them 
while the customer waits. The weighing is done, more 
over, in the presence of the customer, so that any dis- 
crepancy can be immediately queried.. This is quite carly 
a faster method of working than by using a counting 
machine, which must handle each note separately ; but the 
scales save work only if the bank normally receives large 
quantities of notes in convenient {100 packages. The 
scales are indeed considerably cheaper than the note counter 
—at less than £50 compared with £750—but the risks of 
using them may be greater. Opinions differ, however, 290" 
the significance of these risks in practice. 

The traditional practice of the banks requires that 
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When the problem of providing for the future has to be faced, it is 
ne bad guide to remember the many who have solved it by turning 
to the Scottish Mutual. This firmly-established Society offers many 
advantages to the prudent. . ; but the first among them is security. 

To those about to insure, or.to brokers and agents, the Scottish 
Mutual will be glad to give full details of its service, 


The Scottish Mutual Assurance Society 
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each bundle of notes received over the counter should be 
counted once each by two different cashiers. But some of 
the Big Five do now rely on the reading of either the scales 
or the counting machine—provided that the customers are 
known, and that an occasional hand check shows nothing 
amiss. The banks that adopt this attitude do so because 
they question the ability of any cashier to detect a forgery 
once the mesmeric influence of note counting by hand has 
taken effect ; and they believe that the technical difficulties 
of preparing paper to the exact weight of a £1 note are 
sufficient to prevent cheating on the scales. Other members 
of the Big Five are prepared only to halve the hand count- 
ing, and not to dispense with it entirely ; they use their 
machines merely as a substitute for the second of the two 
cashiers who normally count by hand. Needless to say, 
none of the banks publicises its method of working. 

There is no doubt that the introduction of one or other 
of these two machines has saved the bank counters from 
becoming swamped under the flood of extra currency that 
has been flowing across them since the war. The number 
of bank accounts has risen by 30 per cent since 1939, and 
the note circulation more than threefold. Without some 
mechanical devices of this kind it is difficult to see how 
the extra work could have been handled ; it would certainly 
not have been possible to get enough cashiers behind the 
existing counters. Silver sorting machines that swirl the 
coins into slots have had less dramatic effects, but solely 
because there is only a limited demand for sorted silver. 


* 


At head offices, mechanisation has taken more advanced 
forms. In particular, the banks are making increasing use 
of photography. Cheques are no longer listed separately in 
the central clearings but are fed automatically into recording 
machines and photographed on to 16 mm film. The 
immense number of cheques handled daily in the clearing 
department of a head office of any of the big banks—it 
ranges from 250,000 to 75§0,000—must be visualised in 
order to appreciate the amount of handling and machine 
work that has been saved. The banks are also increasingly 
using photography for the recording or storage of documents 
other than cheques. 

The growing use of photographic film and the consequent 
acceptance of a photographed copy as the equivalent of the 
original for most business purposes is indeed providing a 
new basis for the projects for centralised grouping of 
branches—even though the actual experiments in centrali- 
sation that have taken place have been written off one after 
the other as impractical. The latest such experiment, tech- 
nically more advanced than any previously attempted, 
linked the branches by teleprinter with a central book- 
keeping office. From a purely mechanical standpoint, the 
experiment succeeded, but it was discontinued because the 
bookkeeping centre could not meet the time-table that the 
branch managers considered necessary for efficient banking 
—a time-table that was. influenced by the leisurely practice 
of the Post Office. 

Centralisation of bookkeeping is, however, certain to 
remain a live issue, for in busy and expanding districts the 
branch banks are often intolerably cramped in premises 
bought before the war and incapable of extension. If enough 
cashiers are to be brought in to ensure good service, some- 
thing must go to give them room, and the obvious candi- 
dates for displacement are the accounting sectors and their 
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machines, Already one or two banks have had to move their 
records away from their main offices. Glyn Mills’ experi- 
mental television link is well known, but another branch 
bank, separated from its head office by a shorter distance, 
is linked by tele-photography with the office where its 
records are kept. It is hoped that in the next few weeks the 
apparatus should be able to reproduce material the size of a 
customer’s statement within two minutes. It operates along 
an ordinary telephone line, and, unlike television, gives a 
copy of the document than can be torn off. 

A third main element in the banks’ use of machines js 
the setting of ordinary office equipment to new uses, 
Addressing machines are being adapted to do the routine of 
standing orders for regular payments for customers. Punch 
cards are coming into more general use in the departments 
handling foreign business, and also for the banks’ own 
general administration. Less conventional devices, such as 
tele-tape that will send a hand-written message from one 
end of a long room to another, are also being used experi- 
mentally. 


* 


Each bank’s research for new methods involves the intro- 
duction, trial and abandonment of a surprising number 
of machines. Only a handful of the original products of 
research ever turn out to be winners. The banks’ most 
conspicuous failure has been to find a way to mechanise 
the sorting of cheques at the head office clearing. This is 
the more disappointing as every cheque already carries 
in the form of its branch code the kind of markings that 
could be read and interpreted by most of the photo-electric 
reading devices used in industry. The technical difficulty 
seems to have lain in the varied size, the crumpled condi- 
tion and the generally flimsy nature of the cheque itself ; 
it was not easy to visualise a machine that could adapt itself 
to all these features. But note-counting machines have 
pointed the way, and now a number of prototype cheque- 
sorting machines are at last being developed. 

Faster progress might have been made not only in this 
but in many other of the banks’ mechanisation problems 
had they been_prepared to put up funds for prototype 
development. Individually, the banks spend considerable 
sums on research every year ; but their research programmes 
consist of buying in new machines and testing them out 
experimentally, and as the majority prove failures it seems 
reasonable to conclude that the money spent on them might 
have yielded better dividends had it been employed in 
contributing to the cost of developing apparatus to do a 
specific job stipulated by the banks rather than in the pur- 
chase of a machine designed for a wider market. An 
important matter of banking policy that may soon be 
decided is whether the banks are to sponsor a joint banking 
research institution with its own small laboratory, or whether 
they separately place development contracts with individual 
manufacturers. 

The joint committees that have considered mechanisa- 
tion—and from time to time electronics—have not indeed 
been fruitful, for the banks appear to remain convinced 
that the way to maintain their individual identity is to 2° 
their separate ways. Provided, however, that the banks 
accept the need to permit their research departments to take 
a financially active rather than a passive part in initiating 
development, there is no need for this commendable desire 
for individuality to stand in the way of new developments. 
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Continued from page 902 
protagonists have appeared, including Billoux, whose star 
ere to be rising, and Servin, Lecoeur’s successor as 
ng secretary. 
charges against Lecoeur are so comprehensive that 


anything can be read into them. Time alone can show what 
shape the struggle is going to take and what effect it will 
have on the general line of the party. In the meantime 
cha in tactics and organisation will be insufficient to 

ate the French Commpnist movement. Its numerical 
stre and greatness lie more in the material conditions 


untry than in its own tactical ability, while to get 
Stalinist servitude it needs more than reorganisa- 


Spies in the Arctic 


BY A CORRESPONDENT 


a LIE series of spy trials recently completed in northern 
rway and the new spy case in northern Finland 


demonstrate the extent of Russian interest in the exposed 
and sparsely populated provinces of the Arctic, and the 
strength of Communist influence among the fishermen and 
smallholders who strive to make a livelihood there. In 
both Norway and Finland the Communist vote is dispro- 
porti ionately large in the northern provinces: over 15 per 
cent in Finnmark compared to 5 per cent for the whole of 
Norw 1y ; 33 per cent in Finnish Lapland compared to an 


average of 21 per cent for the whole country. The situation 
is much the same in the Swedish province of Norrbotten. 
The Lapp population in these areas need not be con- 
sidered in this connection, for it is politically insignificant. 
No single cause will acount for this state of affairs in 
northernmost Scandinavia. Extreme climatic conditions 
and a tradition of poverty are factors common to the three 
countries. In Finnish Lapland physical isolation and a con- 
viction that the central government in Helsinki is indifferent 
to the welfare of the northerners certainly breed a deep 
resentment. On the other hand the North Norway plan, 
launched by the Norwegian government in 1950, is already 
improving economic conditions there, but it has not yet had 
a significant effect on the Communist vote. The people of 
Finnmark have also a tradition of friendly relations with the 
Russians. They remember the Red Army which liberated 


eastern Finnmark in the winter of 1944-45, and there are 
still memories of the so-called Pomor traders who, until 
the Revolution, used to come to Finnmark to barter their 
f 


lurs for fish. It is sometimes said that the high Communist 
vote represents an imsurance policy: the Russians are 


oppressively near, and the people of Finnmark are by no 
means v holly convinced that the Atlantic alliance is capable 
of holding the 60-mile frontier along the lonely Pasvik 
fiver. By contrast, however, in the vulnerable province of 
Kymi in the south-east of Finland, adjoining the new Soviet 
frontier, the Communist vote is abnormally low—only 12 
per cent 

In Communist propaganda great pains are taken to culti- 
vate the population of the north. Moscow radio keeps up a 
‘ampaign of scandalous stories, in a Style reminiscent of 
William Joyce, directed against Nato defence works in 
a Norway. Nato influence is blamed for espionage 
N Finland 


a and combined with a very subtle appreciation 
of the Laplanders’ special problems and prejudices. 





903 


Both Finnmark and Finnish Lapland have their peculiar 
stratezic significance. Finnmark is the extreme northern 
flank of Nato. It lies on the Arctic air route between the 
Soviet Union and the United States. Radar installations 
here might well be immensely important. The plans of 
the Scandinavian Airlines System to inaugurate in the near 
future a regular trans-polar flight throughout the year show, 
if proof is needed, how easily the Arctic could become a 
centre of world conflict. Already it is a manceuvre area, 
and the passage of unidentified aircraft a few weeks ago 
caused considerable uneasiness. 

Against this background espionage activities in northern 
Finland assume considerable importance. In the district 
of Salla, on the eastern frontier of Lapland, ten Finns were 
detained by the police late in May. These men, all active 
members of the Communist party, come from the part of 
Lapland that was ceded to the Soviet Union at the end 
of the war and whose whole population was. moved across 
the new frontier to be resettled on new farms carved out 
of virgin forest. All but two are smallholders and part- 
time forest workers. ‘ 

Strategically this is an interesting district. The peace 
treaty with Russia required Finland to extend the railway 
running from the Swedish border into Finnish Lapland, 
on through Salla to link up with ‘the Murmansk railway. 
The control of this line means the control of Lapland. 
Communist strength is traditionally high in Lapland, the 
province where the Social Democrats—the largest party 
in Finland—are weakest. Here the main political battle 
is between the Communists and the Agrarians, both appeal- 
ing to a people long-accustomed to poor living conditions 
and regular seasonal unemployment. It is interesting, how- 
ever, that in the last general election the Agrarians made 
considerable gains in this area. 





Few details have yet been released about the activities 
of the men detained in Salla, but while three of them 
have now been released, it is stated that there is clear 
evidence against six of the other seven. They are alleged 
to have repeatedly made illegal frontier crossings in order 
to deliver information to a foreign power in return for 


payment. This is the second major spy case in Finland in 
six months, and its outcome is awaited with considerable 
interest. There is nothing unusual about border espionage 
in Finland, but this new case has drawn attention to the 
dangers latent in the political vacuum of Lapland. 

For Norwegians, on the other hand, an espionage trial 
is a rare event, and the case of the seven spies tried in 
Kirkenes last month attracted a great deal of attention in 
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each bundle of notes received over the counter should be 
counted once each by two different cashiers. But some of 
the Big Five do now rely on the reading of either the scales 
or the counting machine—provided that the customers are 
known, and that an occasional hand check shows nothing 
amiss. The banks that adopt this attitude do so because 
they question the ability of any cashier to detect a forgery 
once the mesmeric influence of note counting by hand has 
taken effect ; and they believe that the technical difficulties 
of preparing paper to the exact weight of a {1 note are 
sufficient to prevent cheating on the scales. Other members 
of the Big Five are prepared only to halve the hand count- 
ing, and not to dispense with it entirely ; they use their 
machines merely as a substitute for the second of the two 
cashiers who normally count by hand. Needless to say, 
none of the banks publicises its method of working. 

There is no doubt that the introduction of one or other 
of these two machines has saved the bank counters from 
becoming swamped under the flood of extra currency that 
has been flowing across them since the war. The number 
of bank accounts-has risen by 30 per cent since 1939, and 
the note circulation more than threefold. Without some 
mechanical devices of this kind it is difficult to see how 
the extra work could have been handled ; it would certainly 
not have been possible to get enough cashiers behind the 
existing counters. Silver sorting machines that swirl the 
coins into slots have had less dramatic effects, but solely 
because there is only a limited demand for sorted silver. 


* 


At head offices, mechanisation has taken more advanced 
forms. -In particular, the banks are making increasing use 
of photography. Cheques are no longer listed separately in 
the central clearings but are fed automatically into recording 
machines and photographed on to 16 mm film. The 
immense number of cheques handled daily in the clearing 
department of a head office of any of the big banks—it 
ranges from 250,000 to 750,000—must be visualised in 
order to appreciate the amount of handling and machine 
work that has been saved. The banks are also increasingly 
using photography for the recording or storage of documents 
other than cheques. 

The growing use of photographic film and the consequent 
acceptance of a photographed copy as the equivalent of the 
original for most business purposes is indeed providing a 
new basis for the projects for centralised grouping of 
branches—even though the actual experiments in centrali- 
sation that have taken place have been written off one after 
the other as impractical. The latest such experiment, tech- 
nically more advanced than any previously attempted, 
linked the branches by teleprinter with a central book- 
keeping office. From a purely mechanical standpoint, the 
experiment succeeded, but it was discontinued because the 
bookkeeping centre could not meet the time-table that the 
branch managers considered necessary for efficient banking 
—a time-table that was-influenced by the leisurely practice 
of the Post Office. 

Centralisation of bookkeeping is, however, certain to 
remain a live issue, for in busy and expanding districts the 
branch banks are often intolerably cramped in premises 
bought before the war and incapable of extension, If enough 
cashiers are to be brought in to ensure good service, some- 
thing must go to give them room, and the obvious candi- 
dates for displacement are the accounting sectors and their 
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machines. Already one or two banks have had to move their 
records away from their main offices. Glyn Mills’ experi- 
mental television link is well known, but another branch 
bank, separated from its head office by a shorter distance, 
is linked by tele-photography with the office where its 
records are kept. It is hoped that in the next few weeks the 
apparatus should be able to reproduce material the size of a 
customer’s statement within two minutes. It operates along 
an ordinary telephone line, and, unlike television, gives a 
copy of the document than can be torn off. 

A third main element in the banks’ use of machines js 
the setting of ordinary office equipment to new uses. 
Addressing machines are being adapted to do the routine of 
standing orders for regular payments for customers. Punch 
cards are coming into more general use in the departments 
handling foreign business, and also for the banks’ own 
general administration. Less conventional devices, such as 
tele-tape that will send a hand-written message from one 
end of a long room to another, are also being used experi- 
mentally. 


* 


Each bank’s research for new methods involves the intro- 
duction, trial and abandonment of a surprising number 
of machines. Only a handful of the original products of 
research ever turn out to be winners. The banks’ most 
conspicuous failure has been to find a way to mechanise 
the sorting of cheques at the head office clearing. This is 
the more disappointing as every cheque already carries 
in the form of its branch code the kind of markings that 
could be read and interpreted by most of the photo-electric 
reading devices used in industry. The technical difficulty 
seems to have lain in the varied size, the crumpled condi- 
tion and the generally flimsy nature of the cheque itself ; 
it was not easy to visualise a machine that could adapt itself 
to all these features. But note-counting machines have 
pointed the way, and now a number of prototype cheque- 
sorting machines are at last being developed. 

Faster progress might have been made not only in this 
but in many other of the banks’ mechanisation problems 
had they been prepared to put up funds for prototype 
development. Individually, the banks spend considerable 
sums on research every year ; but their research programmes 
consist of buying in new machines and testing them out 
experimentally, and as the majority prove failures it seems 
reasonable to conclude that the money spent on them might 
have yielded better dividends had it been employed in 
contributing to the cost of developing apparatus to do a 
specific job stipulated by the banks rather than in the pur- 
chase of a machine designed for a wider market. An 
important matter of banking policy that may soon be 
decided is whether the banks are to sponsor a joint banking 
research institution with its own small laboratory, or whether 
they separately place development contracts with individual 
manufacturers. 

The joint committees that have considered mechanisa- 
tion—and from time to time electronics—have not indeed 
been fruitful, for the banks appear to remain convinced 
that the way to maintain their individual identity is to 3° 
their separate ways. Provided, however, that the banks 
accept the need to permit their research departments to take 
a financially active rather than a passive part in initiating 
development, there is no need for this commendable desire 
for individuality to stand in the way of new developments. 
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protagonists have appeared, including Billoux, whose star 
seems to be rising, amd Servin, Lecoeur’s successor as 
organising secretary. 

The charges against Lecoeur are so comprehensive that 
anything can be read into them. Time alone can show what 
shape the struggle is going to take and what effect it will 
have on the general line of the party. In the meantime 
chances in tactics and organisation will be insufficient to 
regenerate the French Commypnist movement. Its numerical 
strength and greatness lie more in the material conditions 
of the country than in its own tactical ability, while to get 
rid of its Stalinist servitude it needs more than reorganisa- 
won. 


Spies in the Arctic 


BY A CORRESPONDENT 


HE series of spy trials recently completed in northern 

Norway and the new spy case in northern Finland 
demonstrate the extent of Russian interest in the exposed 
and sparsely populated provinces of the Arctic, and the 
strength of Communist influence among the fishermen and 
smallholders who strive to make a livelihood there. In 
both Norway and Finland the Communist vote is dispro- 
portionately large in the northern provinces: over 15 per 
cent in Finnmark compared to § per cent for the whole of 
Norway ; 33 per cent in Finnish Lapland compared to an 
average of 21 per cent for the whole country. The situation 
is much the same in the Swedish province of Norrbotten. 
The Lapp population in these areas need not be con- 
sidered in this connection, for it is politically insignificant. 

No single cause will acount for this state of affairs in 
northernmost Scandinavia.. Extreme climatic conditions 
and a tradition of poverty are factors common to the three 
countries. In Finnish Lapland physical isolation and a con- 
viction that the central government in Helsinki is indifferent 
to the welfare of the northerners certainly breed a deep 
resentment. On the other hand the North Norway plan, 
launched by the Norwegian government in 1950, is already 
improving economic conditions there, but it has not yet had 
a significant effect on the Communist vote. The people of 
Finnmark have also a tradition of friendly relations with the 
Russians. They remember the Red Army which liberated 
eastern Finnmark in the winter of 1944-45, and there are 
still memories of the so-called Pomor traders who, until 
the Revolution, used to come to Finnmark to barter their 
furs for fish. It is sometimes said that the high Communist 
vote represents am insurance policy: the Russians are 
oppressively near, and the people of Finnmark are by no 
means wholly convinced that the Atlantic alliance is capable 
of holding the 60-mile frontier along the lonely Pasvik 
river. By contrast, however, in the vulnerable province of 
Kymi in the south-east of Finland, adjoining the new Soviet 
frontier, the Communist vote is abnormally low—only 12 
per cent. 

In Communist propaganda great pains are taken to culti- 
vate the population of the north. Moscow radio keeps up a 
campaign of scandalous stories, in a Style reminiscent of 

illiam Joyce, directed against Nato defence works in 
northern Norway. Nato influence is blamed for espionage 
in Finland and combined with a very subtle appreciation 
of the Laplanders’ special problems and prejudices. 
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Both Finnmark and Finnish Lapland have their peculiar 
stratezic significance. Finnmark is the extreme northern 
flank of Nato. It lies'‘on the Arctic air route between the 
Soviet Union and the United States. Radar installations 
here might well be immensely important. The plans of 
the Scandinavian Airlines System to inaugurate in the near 
future a regular trans-polar flight throughout the year show, 
if proof is needed, how easily the Arctic could become a 
centre of world conflict. Already it is a manceuvre area, 
and the passage of unidentified aircraft a few weeks ago 
caused considerable uneasiness. 

Against this background espionage activities in northern 
Finland assume considerable importance. In the district 
of Salla, on the eastern frontier of Lapland, ten Finns were 
detained by the police late in May. These men, all active 
members of the Communist party, come from the part of 
Lapland that was ceded to the Soviet Union at the end 
of the war and whose whole population was moved across 
the new frontier to be resettled on new farms carved out 
of virgin forest. All but two are smallholders and part- 
time forest workers. 

Strategically this is an interesting district. The peace 
treaty with Russia required Finland to extend the railway 
running from the Swedish border into Finnish Lapland, 
on through Salla to link up withthe Murmansk railway. 
The control of this line means the control of Lapland. 
Communist strength is traditionally high in Lapland, the 
province where the Social Democrats—the largest party 
in Finland—are weakest. Here the main political battle 


is between the Communists and the Agrarians, both appeal- 
ing to a people long-accustomed to poor living conditions 
and regular seasonal unemployment. It is interesting, how- 
ever, that in the last general election the Agrarians made 
considerable gains in this area. 





Few details have yet been released about the activities 
of the men detained in Salla, but while three of them 
have now been released, it is stated that there is clear 
evidence against six of the other seven. They are alleged 
to have repeatedly made illegal frontier crossings in order 
to deliver information to a foreign power in return for 
payment. This is the second major spy case in Finland in 
six months, and its outcome is awaited with considerable 
interest. There is nothing unusual about border espionage 
in Finland, but this new case has drawn attention to the 
dangers latent in the political vacuum of Lapland. 

For Norwegians, on the other hand, an espionage trial 
is a rare event, and the case of the seven spies tried in 
Kirkenes last month attracted a great deal of attention in 
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the country. In August of last year an MVD officer, 
Gregori Pavlov, crossed the Pasvik river to the iron-mining 
town of Kirkenes and sought political asylum. He carried 
in the lining of his purse the code names of agents in 
Finnmark ; their arrest followed in November. 

The cases were heard last month in the little church hall 
of Kirkenes, with the judges presiding under a portrait of 
Christ, before .an audience of peasants and fisherfolk 
crammed uneasily on wooden benches. The spies gave the 
impression of being naive and clumsy rather than sinister. 
They had had regular assignments with MVD agents over 
vodka in the forest and handed over trifles of information 
about defence works, local personalities, ore output and 
the tourist traffic. Political convictions certainly played a 
part, but it was clear that money mattered at least as much 
to these simple folk. They were all found guilty, fined 
and given relatively light sentences varying from a few 
months to four years. 

The court obviously took a charitable view. Norwegian 
observers say, however, that the reluctant behaviour of 
witnesses indicated that dealings of this sort in the small 
change of espionage are disturbingly widespread. .-Even in 
an area where no stigma has so far been attached to 
Communist sympathisers the revelations shocked public 
opinion, The fact that these men spied on their neigh- 
bours upset the northerners most of all. By no means all 
Communist voters in Finnmark are ideological fanatics and 
very few are potential traitors. It is therefore possible that 
next time they will go to the polls in a different frame 
of mind. 

Spy cases occurring nearly simultaneously in Norwegian 
Finnmark and Finnish Lapland suggest the existence of an 
integrated espionage network throughout the north, per- 
haps including the Swedish province of Norrbotten as well. 
While Communism remains only a minor factor in the 
politics of the northern countries, persistent and insidious 
intrigue in the strategic areas of the sub-Arctic is a matter 
of no small importance. 


Mr Costello’s Prospects 


FROM OUR CORRESPONDENT IN DUBLIN 


HEN the Dail met last week Mr Costello displaced 

Mr de Valera for the second time. His majority 
of 79 to 66, although heterogeneous, is greater than any 
incoming government has enjoyed for some time. It may 
be expected that this position will be maintained for some 
time. There has never been a change of government 
without a prior dissolution ; and the result of the attempt 
since 1951 to govern with a majority in parliament but 
not in the country is not likely to encourage imitation. No 
party is likely to desire a new election; and any party 
that precipitates one is not likely to be welcomed by the 
electors. The new government should have elbow room 
at the start and its self-confidence should be increased by 
the summary defeat of the independents who voted it out 
of office in 1951. : 

It is composed of eight ministers from Fine Gael, four 
from Labour and one from the farmers’ party. Mr 
MacBride has not taken office but will cheer from the 
touch-line. The portfolios held by the Labour party are 
more numerous and more important than was the case from 
1948 to 1951 ; its leader, Mr Norton, is Vice-Premier and 
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Minister for Industry and Commerce. This has caused 
some fluttering in protected dovecots but the programme 
issued by the government breathes heavily of devotion to 
free enterprise and private initiative. Investment by the 
state “ will be supplemental to, and not in substitut: 
private investment.” Local authorities will gain 
“autonomy and effective power.” Private building js to 
be facilitated. Agricultural co-operation is to be e cour- 
aged. The educational system is to be reviewed (an high 
time, too). The Irish-speaking areas, which roughly corre- 
spond to the old congested districts, are to regai: the 
special attention which they enjoyed in the last ‘hirty 
years of British rule. This is an imaginative propos! that 
deserves success. 


l for, 


Getting Down to Brass Tacks 


But these admirable aspirations are not what the election 
was about; and the programme falters a little when it 
gets down to brass tacks. The cost of living is 10 be 
reduced. Social welfare benefits are to be extended. | axa- 
tion is to be reduced. Special attention is to be given to 
the one thing that can effect a reconciliation of these aims 
—the expansion of agricultural production for export 
and the return of Mr Dillon to the Ministry of Agriculture 
gives some promise of action. 

The contradiction of aims is more apparent than it may 
prove in practice. In recent years, employment has been 
stimulated by increased tariffs and by heavy state invest- 
ment, chiefly in objects that yield no immediate return. 
Public expenditure has risen and taxation with it. Agri- 
cultural production remains virtually static and, by means 
of tariffs and subsidies, has been directed towards supply- 
ing the domestic market.instead of the export trade. The 
result of all these policies together has been to drive prices 
beyond the reach of the consumer, thus causing the trade 
depression which they were intended to prevent. Agri- 
cultural production has been distorted by a subsidy on 
wheat-growing which leaves the price at a level fantastically 
high above the present world level. The economy as a 
whole is increasingly vulnerable to any unfavourable turn 
in the terms of trade. 

The new government has therefore some room for 
manoeuvre, though not much. Its political aim (with the 
fickle urban constituencies in mind) must be to reduce the 
cost of living ; its economic aim is primarily to restore 
agriculture. No Irish government, of course, can do much 
to avoid a turn in prices but it can desist from making bad 
worse by its own actions, It remains to be seen how far 


. this government is prepared to make changes that wil! be 


unpopular in a number of quarters. It is so situated that 
a display of courage may pay good returns ; if it is content 
to continue a Fianna Fail policy, the electorate will sooner 
or later decide that policy and government should 0 
together. But the short-term difficulties should not be 
underestimated ; for example, an issue such as the price 
of milk, which did far more to upset the previous ‘nter- 
party government than the much publicised controversy 
over the Health Bill, is directly connected with breeding 
policy which cannot be violently reversed. 

Political strength is now more evenly balanced than at 
any time for twenty years. Future developments will 
depend on the degree to which this government as a ‘hole, 
and each of the parties that comprise it, study the implica: 
tions of economic policy. (For the moment, there sc 
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to be no political issues worthy of note.) Fianua Fail is 
still an obvious alternative government. Mr de Valera is 
not thought likely to retire from politics ; nor is it clear 


that his retirement would bring about the much talked of 
recroupment of parties. The old issue of the civil war is 


outmoded but American experience seems to suggest that 
such artificial lines may endure and that the divisions 
within each party may be more important than the divisions 
in Pevliament, At present, the lines of division on matters 
such as investment policy, tariffs and state enterprise run 
throuch the parties rather than between them. The merit 
of the new government may prove to lie, over and above 
its ome recognition of the primacy of agriculture, in 
that i: provides a period in which these still half-formulated 
issucs may become more clearly defined. 


Bao Dai and the Future 
BY A CORRESPONDENT 


N the battles and negotiations of the past few months, 
I Bao Dai has often seemed a shadowy figure in the 
background, indifferent to the fate of the country of which 
he is Chief of State. He has been accused, by French poli- 
ticians and British journalists, of reclining in luxury in his 
villa at Cannes while hundreds of his own countrymen lost 
their lives or liberty in the fortress of Dien Bien Phu. 
Such criticisms fail to acknowledge his reason for being in 
France at all: he went there to supervise the final stages 
of the Franco-Vietnamese negotiations which are gradually 
leading to a more satisfactory definition of Vietnamese inde- 
pendence, and to be at hand during the crucial exchanges 
of views at Geneva. There is little doubt that Bao Dai 
fears a “double deal” at Geneva: he is afraid that the 
pressure of opinion in France may force the French to sell 
out to the Communist bloc without waiting to negotiate an 
agreement that would safeguard the interests of his regime. 
It is known that he consented to the representation of the 
Vietminh at Geneva only after being told by the French 
that they would be invited regardless of his consent. By 
remaining close enough for consultation he feels he can be 
more useful to his country than by returning there. 


As politician and statesman, Bao Dai is still dangerously 
underestimated in the West. His playboy phase belongs to 
the past. The late General de Lattre went to Vietnam 
expecting to meet a minor edition of ex-King Farouk. He 
found instead “a subtle and intelligent statesman.” The 
former French High Commissioner to the Associated States, 
Jean Letourneau, said of him: “There are only two men 
who count in Vietnam, Ho Chi-minh and Bao Dai.” Mr 
Malcolm MacDonald takes the same view, as indeed do most 
people who have had personal dealings with him. _ Clearly, 
the furure of Vietnam, and particularly of Vietnamese rela- 
tions with the West, will depend in considerable measure 
upon the role Bao Dai finds it possible to play. 

_The present discussions at Geneva between representa- 
lives of the rival commands suggest that the partition of 
Vietnam may become an accomplished fact, through the 
tegrouping of military forces on either side. It is by no 
Means certain that Bao Dai would consent to be the Chief 
of State of half his country—even a truly “ independent ” 
half. The possibility of a second “ abdication” exists, for 
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Bao Dai refused to return to Vietnam until 1949, when the 
French granted him what they had refused Ho Chi-minh— 
the unity of Vietnam, that is, the inclusion of Ccchinchina 
in a nominally independent nation. If he did return this 


time to a new southern state, how much support could he 
count upon ? 


In the non-Vietminh parts of unpartitioned Vietnam 
he still commands considerable backing. He has the 
unquestioned loyalty of the four main militant sectarian 
communities: the Catholics in the north; and the 
Baodaists, Hoa Hao and Binh Xuyen in the south. Broadly 
speaking, the Nationalist Dai Viet, the only non-Communist 
party of any consequence in Vietnam, supports him. But 
the deciding factor in any general election or plebiscite 
would be the peasantry, some 80 per cent of Vietnam’s 
23 million inhabitants. While there is little doubt that most 
Vietnamese peasants are loyal to the remote and mysterious 
figure of the Emperor, they do not necessarily support his 
regime with the same steadfastness. After the early period 
of open terrorism in the countryside, the Vietminh has 
to a large extent won the support of the peasants by a 
land reform programme. Collectivisation, the next step, 
has not yet made itself felt to the same degree: for the 
time being, the Vietnamese peasant, knowing nothing of 
Marxist theory, may prefer the Vietminh to the govern- 
ment of Saigon. A rival land reform scheme inaugurated 
by the Nguyen Van Tam government has so far been less 
effective, partly because it was more gradual in approach, 
and partly because of the swaying fortunes of the war. 


Rallying the Nationalists 


There are limits, then, to the support the Bao Dai regime 
commands in the country as a whole. In a partitioned 
Vietnam, however, certain factors would work te redress 
the balance. A southern Vietnam from which the French 
Union Army had withdrawn would begin to look like an 
independent nation. The Franco-Vietnamese declaration 
of independence of April 28th has already rallied many 
Vietnamese Nationalists who showed signs of succumbing 
to the endemic political disease of attentisme. Now that 
two treaties (one conferring independence and the other 
defining Vietnam’s relationship with France within the 
French Union) have been initialled, it is at least beginning 
to look as though Vietnam has achieved—one hopes not 
too late—an approximation to what so many Asian 
Nationalists believe to be the “ dominion status ” achieved 
by India and Pakistan. 


At this stage, the unanimous support of such Nationalists 
is more important to Bao Dai than the backing of such 
powerful French economic interests as the rubber planters, 
represented by the Syndicat des Planteurs de Caoutchouc 
de V’Indochine. The political support of the peasants, 
equally, is more important than the support of absentee 
landlords. The replacement of the wealthy, land-owning 
prime minister Tran Van Huu by the lower middle-class 
police chief Nguyen Van Tam in June, 1952, was a tacit 
recognition of political realities by the chief of state. The 
eventual replacement of Tam by Bao Dai’s cousin Prince 
Buu Loc was due less to Tam’s programme than to his 
personal unpopularity as a former police chief and to his 
inability as a southerner and a French citizen to rally 
sufficient support in North Vietnam, the principal scene 
of military operations. 
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Economically, a southern state of Vietnam would be a 
going concern, though it could not hope to achieve as high 
a standard of living as a unified nation. The south can 
feed itself and still have an exportable surplus, In contrast, 
the congested Red River delta has to import 200,000 tons 
of rice a year to avoid famine. On the other hand, the 
south, poor in mineral resources, cannot hope to compete 
with the industrial potential of the north, with its rich 
reserves of coal and lesser ones of zinc, tin, iron and 
manganese. Militarily, the southern state could not hope 
to survive without the strongest possible guarantees by the 
United Nations. These guarantees would have to last long 
enough to enable the Vietnamese National Army to be 
built up to a size and efficiency that would allow it to take 
over, unaided, the defence of the country. Already the 
National Army numbers nearly 250,000 men; and inde- 
pendence may provide the missing spark whose absence has 
so far made its performances so disappointing. 

Partition, however, is only one possible solution. Unifi- 
cation, followed by general elections and the formation of 
a coalition government, is another. While it is doubtful 
whether Bao Dai himself would be willing to repeat his 
1945 experiment of trying to work with Ho Chi-minh, 
there are many Nationalists, unaware of, or unwilling to 
recognise, the Communist aims of the Vietminh, who see 
nothing inconsistent in a Bao Dai-Ho Chi-minh partner- 
ship. Of the two alternatives of partition and unification 
(with its threat of eventual Communist domination), parti- 
tion may turn out to be the lesser evil. But its success 
would hinge upon Bao Dai’s willingness to remain the 
titular head of a truncated nation. Easy going by nature, 
more democratically minded than a good many of his own 
followers, Bao Dai has, as General de Lattre pointed out, 
the assets of subtlety and intelligence. Lacking the fanatical 
driving force of a Ho Chi-minh, he is still the only non- 
Communist leader capable of’ uniting the many divergent 
political and religious tendencies in Vietnam. Any settle- 
ment’ that ignores him would be tantamount to handing 
over his country to the Vietminh. 


Journal of Geneva—VII 


UNE 3rd. There was a secret meeting between repre- 
sentatives of the two high commands in Indo-China ; 
and at a restricted session on Indo-China the composition 
and scope of the international commission to supervise the 
armistice was again discussed. Mr Dinh (Vietnam) rejected 
the proposal for a commission composed of Poland, Czecho- 
slovakia, India and Pakistan and proposed that the United 
Nations should be asked to form the commission. Mr 
Chou En-lai said that the international commission and 
the mixed supervisory commission should neither control 
the other ; that the international commission must function 
throughout the whole of Indo-China ; and that it should 
not be responsible to the UN but to the nine delegations 
discussing Indo-China at Geneva. 
fune 4th. There was again a secret meeting of the two 
high commands, and a restricted session on Indo-China, 
which again discussed the supervisory commissions. The 
Communists maintained that the mixed commission should 
have real authority over the military arrangements, and the 
non-Communists maintained that the international com- 
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mission should have authority over the mixed commission. 


Mr Eden took up Mr Chou En-lai’s suggestion that the 
nine nations discussing Indo-China at Geneva shoul¢ act as 
guarantors of the work of the international commission and 
proposed that the conference might set up a permanent 
organisation for this purpose. 

Fune 5th. At a plenary session on Korea Mr Molotoy 
put forward proposals for free and secret all-Korean elec. 
tions which left all the contentious points open for further 
examination—viz., the composition and tasks of the all- 
Korean body to prepare the elections, the details of the 
pre-election .withdrawal of all foreign forces, the composi- 
tion of the international supervisory commission, and the 
question of which powers should assume what obligations 
to ensure the peaceful development of Korea. 

Fune 6th. “No meeting. 

June 7th. Mr Molotov and M. Bidault had a meeting 
at which they principally discussed the composition of the 
international commission in Indo-China. 

Ffune 8th. In an uncompromising speech at a plenary 
session on Indo-China Mr Molotov suggested that the 
Geneva conference should discuss military and political 
questions at alternate sessions, and that it should begin by 
examining the independence of the three states, the holding 
of free elections and the withdrawal of foreign troops. In 
discussing the commissions to supervise the armistice, he 
made it clear that in his view most of the responsibility 
would rest with the mixed commission which could only 
function by mutual agreement, that the mixed commission 
would have equal status with the international commission, 
and that any difference within or between these bodies 
should be settled by the guarantors of the armistice who 
should be the nine states at Geneva. 

Mr Eden suggested that the five Colombo Powers (India, 
Pakistan, Ceylon, Burma and Indonesia) were admirably 
suited to supervise the Indo-China armistice. He also said 
that the immediate tasks of the conference were (a) to agree 
on the composition and powers of the international com- 
mission ; and (b) to. agree on the special problems of Laos 
and Cambodia. 

Fune oth. At another plenary session on Indo-China, 
Mr Chou En-lai made a speech that was even more un- 
promising than Mr Molotov’s on the previous day. He 
insisted that Communist states should serve on the inter- 
national commission, that the commission should operate 
by veto, and that the political aspects of the Indo-China 
problem should be discussed at once. 
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ONE OF THE MANY GREAT CONTRACTS RECENTLY AWARDED TO STEWARTS AND LLOYDS, LIMITED 


§« Ll STEEL PIPES AT 
CORYTON REFINERY 


N early 


500 MILES of steel pipe 















were supplied by S & L, 


also 2,000 tons 
of manipulated 
pipework and 

great quantities 


of welding 


: fittings, 
. § STEWARTS AND LLOYDS, LIMITED 
The largest manufacturers of steel tubes in Europe 


THE FINANCIAL TIMES 


ANNUAL REVIEW OF 


BRITISH INDUSTRY | 


A new publication which every business man will 
need. Some fifty articles, authoritatively written 
and full of facts, accurately assess industry’s 
present problems and future prospects as they 
appear foday. 


Order your copy now for supplies are strictly limited. 
Price one shilling — From newsagents and booksellers everywhere. 
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The forgery that 
saved lives* 


Normally, we should have been horrified to 
learn that the Rolex trade mark had been 
forged on inferior wrist-watches, which were 
then sold for fabulous sums. 


In this case, we were flattered! Because, 
by committing this fraud, a man had helped 
to save many lives in the dark and perilous 
days of the war. 


In 1942, Mr. Edward Porter (then Private 
Porter) was captured and inearcerated in a 
P.O.W. camp. Food was practically non- 
existent, clothing scant and medical supplies 
scarce. Only by selling their few treasured 
possessions to the guards, could the 
prisoners obtain money to buy, “ through 
the wire,” such food and medicines as 
friendly natives could provide. 


It was soon discovered that the object 
most prized of all by the guards was a 
Rolex watch. Porter, whose skill with 
makeshift tools had become a byword, was 
asked by his fellow prisoners to “transform” 
their lesser known watches into Rolex 
watches. After carefully considering the 
extenuating circumstances, he agreed. 


“I therefore set to work,” he writes, 
“engraving the ‘Rolex’ trademark on 
watches of similar design, and inscribing 
“Rolex” on the watch dials with indian ink, 
using a mapping pen.” 

So ignorant were the prison guards, that 
this simple ruse succeeded, and the money 
thus obtained helped save the lives of many 
of the stricken prisoners. 


We are proud to have been of service in 
such an unusual fashion. But this was made 
possible only by the world-wide reputation 
of the Rolex trade mark, built up by many, 
many years of manufacturing the world’s 
finest waterproof and self-winding wrist- 
watches, 

And now, Rolex will be proud to be of 
service to you—to keep time for you, 
precisely, by night and by day, through the 
many years to come, 





%& This is a true story, taken from a letter 
written by Mr. Edward W. Porter to the 
Rolex Watch Comfpany. The original letter 
can be inspected at the offices of the. Rolex 
Watch Company, 18 rue du Marché, Geneva, 


THE ROLEX OYSTER PERPETUAL—ftruly a 
monarch among watches. The astonishingly 
accurate movement, perfectly protected by the 
Oyster case, is given added precision by the 
self-winding mechanism. The tension on the 
mainspring is much more even, overwinding 
is impossible, 


* * * 


THE ROLEX OYSTER PERPETUAL DATEJUST, 
finest of a long line of masterpieces. This 
watch is waterproofed by the famous Oyster 
case, self-wound by the unique Rolex Perpetual 
self-winding “ rotor,” and it shows the date 
clearly and automatically, in a neat window 
cut in the dial. 
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earliest record 
The Rolex Red Seal signifies that the The smooth-running, silent, self- Stasauiee cacond accu 
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ROLEX 


A landmark in the history of 
Time measurement 
ROLEX Chronometer — 

Official Timepiece of Panagra Airlines 


THE ROLEX WATCH COMPANY LTD. (H. WILSDORF, Governing Director), GENEVA, SW1TZ! 
and 1 GREEN STREET, MAYFAIR, LONDON, W.i = 
and THE AMERICAN ROLEX WATCH CORPORATION, 580 Vite AVENUE, NEW YORS 
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THE 
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What Price Wheat? 


HIS week’s break in wheat prices was unexpected 

only in its timing and its suddenness. The cut of 
10 cents a bushel in American and Canadian export 
prices surprised the market and brought trading in 
Liverpool.and London for the moment to a standstill. 
But it was generally agreed that a fall was overdue and 
timely dispositions had been made accordingly ; no one 
in the importing countries should be badly hurt. In 
Britain, Government stocks have largely passed into 
consumption ; there will be no heavy stock losses there. 
The public accounts should in due course reflect a less 
costly bread subsidy but a more costly subsidy on home 
wheat. Millers have been working to a minimum stock ; 
they must suffer some loss, but probably the very mini- 
mum that a price fall of about 6 per cent could ever 
involve. Merchants have little uncovered wheat. The 
other exporting countries may be less happy about the 
results of the American initiative. The fall occurs just 
ahead of next week’s routine meeting of the Inter- 
national Wheat Council, when there will be an 
opportunity to air views. 

To judge by the cries of anguish that have been 
uttered there may be a tendency to blame the most 
important country that will not be represented—Britain 
—for refusing to join the agreement. Such criticism 
would be wide of the mark, and so would be any self- 
congratulation in Britain for that decision. The fall in 
wheat prices may possibly have been hastened, but it 
could nor have been caused, by Britain’s absence from 
the agreement. Subsequent events merely emphasise 
the foolishness of last-year’s squabble over whether the 
maximum price in the agreement should be; $2.05 or 
$2.00 a bushel, and the correctness of the British view 
that these prices were unrealistically high. 

If blame has to be apportioned, the United States is 


the chief culprit. Owing to political pressure, succes- 
sive Administrations have maintained high support 
prices, and thus encouraged high production, long after 
the need disappeared. This policy also encouraged 
over-production in the rest of the world. As a result, 
the prospective carry-over and new supply in the United 
States is now so enormous that America alone could 
supply the world’s imports next season. Canada has had 
three bumper harvests in succession, and now has one 
crop to spare,.and Australia is desperately trying to 
store a record surplus. Of the four major exporting 
countries, only Argentina will have a moderate carry- 
over into 1954-55. 

But Britain and other European countries are hardly 
in a position to adopt a holier-than-thou attitude to- 
wards the United States. They, too, have expanded 
production by high support prices, at the taxpayers’ 
expense, for which strategic, foreign exchange and 
frankly political reasons are pleaded in justification. 
And Sweden, France and Turkey are exporting their 
own surpluses at much less than the domestic price. 

Foreign countries can justly claim, however, that the 
United States should not attempt to escape from its own 
political problems by wrecking world prices. The 
recent statement of the Secretary of Agriculture, Mr 
Benson, that America would not disrupt world prices by 
dumping its surplus commodities, contrasts oddly with 
the increase of 10 cents a bushel in the export subsidy 
on wheat. Nor can that be reconciled with the strict 
American anti-dumping act against imported goods— 
still less with the lectures that roving American 
industrialists are prone to give to Europe on the iniqui- 
ties of export subsidies. The unease felt in Canada, 
Australia, and other countries at American price cutting 
reflects partly the knowledge that they cannot afford to 
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subsidise their own exports of commodities, nor can 
they give them away. Their immediate concern is how 
determined America will be. 

In wheat at least a collapse of the market may be 
averted, partly because it would be to everyone’s detri- 
ment, and partly because of the minimum price fixed in 
the wheat agreement. Critics of the agreement tend to 
forget that is now functioning broadly as it should, and 
that it was indeed designed for the situation that may 
be now developing. In the four years of the old agree- 
ment, the effective IWA price was always near the 
maximum of $1.85 a bushel (for No. 1 grade Manitoba 
wheat) because the “ free ” market price was well above 
that figure. Shortly after the new agreement began, the 
“free” price broke through the new IWA maximum of 
$2.05, and took the effective IWA price down with it. 
Since then the IWA price has moved freely within the 
upper and lower limits, in line with the “ free ” price. 

Whether prices would have fluctuated as freely 
between the upper and lower limits had Britain signed 
the agreement can never be proved. The reasons for 
believing that they would not are partly psychological. 
But if Britain—the largest importer—had signified in 
writing a willingness to pay up to $2.05 and had not 
made a demonstration last year, the exporters’ view 
might have been less sharply challenged. 

If the price should fall to the new minimum of $1.55 


WHEAT PRICES 
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a bushel, importing countries can be called on to take 
up the unused part of their quotas at that price. This 
would embarrass the many importing members that 
have taken up much less than their full quotas this 
season, but it is a reasonable hope that the minimum 
price will not be reached at least until the new season 
begins on August 1st. Several importing countries are 
believed to be preparing their 1954-55 import pro- 
grammes on the assumption that they would have to 
take up their quotas at the minimum. Some other 
countries may chafe at this obligation, but they should 
not forget that the exporters fulfilled their side of the 
bargain under the old agreement. To the importing 
countries that may appear to have been a producers’ 
bargain heavily weighted by the American price support 
policy. But the Canadian farmer was fully aware that 
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under the old agreement he supplied wheat to Britain 
at prices lower than he was getting outside it. 
Would a fall to the minimum price do much to 
relieve surpluses ? Even though in countries of high 
economic development and high living standards the 


WHEAT PRODUCTION AND STOCKS 
(Million bushels) 
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consumption of bread grains does not rise when the 
price of wheat falls, there remain great areas where 
consumption should be more elastic, and all over the 
world there are possibilities of increasing consumption 
for animal feeding. Already after the price cut there 
has been a little buying of American wheat for feed. 
The mischief is that price support policies and market- 
ing boards that sell centrally at fixed prices hide from 
the producer in all the major exporting countries (and 
in many of the consuming countries, too) the full and 
immediate effect of a change in price. The farmer's 
production programme tends to change when his gov- 
ernment moves, not when the market price moves. 


The postwar adjustment to conditions of plenty was 
bound to take time, but the latest developments are 
perhaps the best guarantee that the adjustment will be 
made. In the United States, which holds the bulk of 
the surplus, the 1954 wheat acreage has been cut by 
20 per cent, and there is now talk in Washington of 
limiting the quantity of wheat per acre that each farmer 
can market ; the aim being to counter the tendency of 
farmers, when acreage is restricted, to take the marginal 
land out of production and cultivate the rest more 
intensively. Such measures do not go far enough, but 
may become more effective in time. And it should not 
be forgotten that the run of good harvests in North 
America—the 1954 crops also promise to be good—is 
unlikely to continue indefinitely. In the meantime, 
more competitive prices should do good, both by 
encouraging the exporting countries to modify their 
production policies, and by encouraging the i 
porting countries to question the wisdom of expand- 
ing their own production to uneconomic lengths. 
Ultimately it is to be hoped that the exporting countries, 
which now sell through single agencies, may consider 
whether there is not some virtue in restoring fre 
market mechanism. ‘This would help to correct 4 
approaching lack of balance between supply and 
demand before it is too late, and enable both sides of 
the trade to hedge against changes in import requite 
ments and production that no central plans and sub- 
sidies can legislate for. 
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Local Authority Borrowing 


N round terms, the local authorities must now owe 
I {£3,500 million on capital account. Their borrow- 
ings since the end of the war from the Public Works 
Loan Board have run to well over two-thirds of this 
figure, and they have paid an average rate of about 
31 per cent for them. What the board is instructed 
by the Treasury, from time to time, to charge for 
advances from the Local Loans Fund is therefore of 
first-class importance to the local authorities, for they 
are involved in heavy capital expenditures. During the 
past twelve months they have received Government 
sanction for more than £600 million of new loans, of 
which two-thirds will be spent on housing, a sixth on 
schools, and the rest on roads, water and other purposes. 

It is true that the bigger local authorities are now 
officially encouraged to make greater use of the market, 
and indeed since the beginning of 1953, seven of them 
have made stock issues amounting in all to £324 
million. Birmingham was the first, with a redemption 
yield of £4 8s. 4d. per cent. Hull is the latest, and 
has got off more cheaply with, £3 17s. per cent. This 
issue, and the Glasgow issue a couple of months earlier, 
offered yields two or three shillings per cent lower than 
the 4 per cent that the PWLB was charging until last 
Friday ; yet the full cost to the borrower, including 
commissions, the keeping of registers and interest 
warrants every six months, must have exceeded the 
former PWLB rate. Local authorities who have come 
to the market with twenty-year stocks carrying a higher 
all-in cost than a PWLB loan must have done so solely 
in the hope of refinancing them at a lower rate of 
interest later on, whereas if they had resorted to PWLB 
loans they would have been compelled to pay the 
original rate for anything up to sixty years. 


Last week’s announcement covers two separate 
points. It brought the second reduction since the 
PWLB’s rates were raised in February, 1952, at the 
stiffest phase of monetary policy: 


PWLB LOANS TO LOCAL AUTHORITIES 
(per cent.) 
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by long-term rate is thus where it stood at the end 
% 1951, while the two shorter-term rates are one- 
quarter of one per cent higher. 


The second point concerns the life of PWLB loans. 
Borrowing from the board has hitherto been possible on 
one condition only—that the length of the loan was 
identical with the period of years for which it had been 
sanctioned. For example, the Ministry of Housing and 
Local Government sanctions local authorities to borrow 
for housing for sixty years. As a result of the rule, the 
local authorities have not been allowed to borrow 
money for housing from the PWLB for any shorter 
period, if they wanted to. The Government have now 
agreed in principle that loans of shorter duration than 
the sanction should (with certain exceptions) be 
allowed. But shorter loan periods also involve 
accelerated repayment, for the board lends only on 
condition that regular instalments of principal are repaid 
each year. The ideal (as some local treasurers discovered 
in 1946 and 1947) is a low rate and a long term; 
25 per cent over sixty years carried an irresistible appeal 
to borrow up to and beyond the hilt. 

The borrowers that have come to the market in 
the past eighteen months have all been housing 
authorities—the English counties, which were regular 
borrowers before the war have so far stayed away. The 
housing authorities evidently hoped that by refunding 
after 15 years or so they would do better than 4} or 
4 per cent over a term of sixty years and would avoid 
the need to make immediate capital repayments. But 
as interest rates fall towards the mean rate of 34 per 
cent. over the years, the attractions of this mild specula- 
tion become correspondingly dimmer, and last week’s 


reduction in the PWLB rate and the expectation that . 


short-term borrowing will be permitted have put paid 


to any further stock issues on the part of such authori- 
ties for the present. 


* 


There is, however, another source of funds to which 
the local authorities are resorting in growing measure. 
These are mortgage loans, which have the double 
merit of satisfying the investor with a yield beyond that 
obtainable on gilt-edged securities and of satisfying the 
local authority borrower, who pays less in interest than 
the PWLB demands in interest and capital repayment. 
Many of these mortgage loans are arranged by Stock 
Exchange brokers marrying their institutional clients 
to their local authority clients. A number of specialist 
firms are also active in this market ; one has placed 
business amounting to £30 million, and another reports 
placings of up to £5 million a month. These firms have 
connections with numerous lenders, including friendly 
societies, savings banks, building societies, insurance 
offices, industrial concerns and. others. The business 
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that they have been placing with the local authorities is 
considerable in volume and varied in character. Local 
authorities evidently appreciate the flexible terms that 
can be negotiated for these mortgage loans ; they may 
run to maturity before repayment is gue, or they may 
be arranged to carry annual or half-yearly capital 
instalments. 

The rates on these mortgage loans vary according to 
their life, and are evidently fixed by the lenders with 
an eye to the Public Works Loan Board’s long-term 
rate. The table below attempts a rough summary of 
the various rates in March and now, with the PWLB 
rates and yields on comparably dated gilt-edged stocks 
for comparison: 





Compar- 
naiiiee 
Mortgage Loans and Rates piaoag car tate 
yields 
March— % % 
One month and thereafter 
on FT days tal ccicacssis 23 28 2} 
Seven to 12 years......... 4 3 St 
Twenty to sixty years (} 
yearly repayments and 
mutual breaks) ......... a 4 35 
June— 
One month and thereafter 
on T dive onlt <9°025:3 ccs 1} 2} 1} 
Seven to 12 years ........ 3} 3} 2} 
Fifteen years or more, re- 
payable at maturity ..... 38 3} 3} 
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The advantage of mortgage borrowing, it is clear, rests 
not so much on its cheapness (in interest alone jt js 
sometimes dearer) as upon its convenience. The local 
authorities can go quite a long way in borrowing short, 
because they have two lines of defence against a sudden 
call—either to turn to the banks or to go to the lender 
of last resort, the PWLB. In these circumstances, the 
use of the short-term finance has fewer dangers ior them 
than for the average borrower. The larger authorities, 
moreover, have developed the practice of using day-to- 
day money to finance the initial stages of new capital 
projects ; the result is that such borrowers sometimes 
carry up to £2 million of expenditure temporarily at 
2 per cent or less. 


This is an agreeable form of borrowing for local 


authorities, but it has its risks. As interest rates 
fall, the sources of such funds may dry up, and repay- 
ment may be required. They would then have to fall 
back on bank overdrafts at, say, 34 per cent and ulti- 
mately upon the PWLB or other permanent lenders. 
They may also reflect that before the war the board 
did not provide finance to the larger bo. cowers for the 


bulk of their capital expenditures. If that day were 
ever to return, the present contentment of local trea- 
surers, who now can borrow short because they know 
that they can get money at a pinch and at a price from 
the PWLB, would change to dismay ; for they would 
then be compelled to rely on stock issues, priced on 


what the investor demanded in a competitive market. 


The Viscount’s Century 


HE decision, in principle, of Capital Airlines, a 
vigorously expanding United States operator, to 
replace its existing fleet of 50 Dakotas with 40 of 
Vickers-Armstrongs’ turbo-prop Viscounts has had an 
electric effect on the aircraft market. Capital has signed 
an order for three aircraft, which will be delivered early 
next year (thanks to BEA, who were waiting for them) 
and has an option on the remaining 37. The tally of 
signed orders for Viscounts has now reached 99 not 
out, and the single for the century is certain. The 
remarkable feature of the deal is the size of the 
option. Thirty-seven Viscounts would represent several 
months’ output, even if Vickers were to step up produc- 
tion to the projected hundred a year. Airlines that have 
been content to sit on the fence, or to discuss delivery 
at leisure, must now calculate on the assumption that 
if Capital Airlines decide to take up their option, 
the flow of Viscounts will come to a halt while the 
factories work to complete the order. 

In some ways Vickers’ own sales policy may have 
encouraged airline operators to delay their decisions as 
long as they could. The three British aircraft manu- 
facturers building for the international market— 





Vickers, de Havilland and Bristol—have each made a 
bold bid to capitalise an unquestioned lead in gas- 
turbine aircraft by tooling up for a rate of production 
well ahead of actual orders. Vickers announced at 
the end of last year that they intended to build up the 
production rate of Viscounts, at present two to three 4 
month, to seventy and eventually to a hundred a year 
if sufficient orders came in. This amounted to 2n offer 
to sell aircraft off the counter ; and in fact the actual 
delivery period has not exceeded 18 months for aircraft 
specially modified to each airline’s requirements. Mean- 
while, the carrying capacity and so the profitability of the 
aircraft have been increasing with each successive step i0 
the development of the Rolls-Royce Dart engines. 
Time, which worked against Vickers for so lng, # 
last seems on their side. The Viscount got off to? 
dishearteningly slow start. It made its first flight in July, 
1948, the world’s first gas turbine airliner, and go! a full 
certificate of airworthiness in 1949. The first orders, 
from British European Airways and from Air |'rance, 
were signed only in the following year. Until ‘ pital 
Airlines appeared, the three substantial buyers wer 
British European Airways (38), Trans-Canada Air Lines 
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(,> and Air France (12); the rest were small orders 
never exceeding six and sometimes for one only and none 
of :hese buyers was an internationally important airline. 

Now the Viscount has proved itself, its advantages 
are plain to be seen. It is the only machine of its type 


7 


ass on the market designed for medium-range 
Two other possible machines suitable for stage- 
; not greatly exceeding a thousand miles have 
iston engines, and neither is new ; they are Con- 


solidated Vultee’s Convair 340, and the Martin 4-0-4. 


hz 107 seat Breguet Provence, with four piston 


, could be called a competitor only on certain 
ised routes. Another attempt may be made to 


re-furbish the Convair with turbo-prop engines, but 


nains 
er American manu- 


turbo-prop 


experiences did 
pear successful, and 
to be seen 
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used in the Viscount. 


Engines 


THE VISCOUNT’S PERFORMANCE 


By the late autumn, more powerful Dart engines will be 
The improvement in performance is 
shown by the bracketed figures. 


... Turbo - prop. 
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craft, the Super-Constellation and the Douglas. DC7, 
along Viscount routes. But theré may be difficulty in 
keeping the long-distance schedules flown by these air- 
craft to the tight time-keeping that is possible on medium 
and short-range services. In Europe, suggestions have 
been heard that the big airliners should be used in short- 
haul as well as long-haul work, providing room for more 
passengers and carrying less fuel. But there is a limit 
to the number of passengers that could be crammed even 
into their vast fuselages, and it is still questionable 
whether short-range operation of the trans-Atlantic 
giants could ever be economic. 

Real competition seems likely to come from quite a 
different source. Many of the medium-range routes 
are operated by Dakotas, 
and there is no aircraft of 
the character and merits of 
this old veteran to replace 
it on the market. Perhaps 
200 medium-range aircraft 


D to each 
4 Rolls - Royce eed be replaced 


competitors, here and in 


_ 
Americ 


a, for the Britannia 


Fuel consumption 


Darts. 1,400 shaft horse 
power plus 375 Ibs. residual 
thrust (1,550 shp) 


. 0.72 Ibs. kerosine per shaft horse 


year, but how many of the 
1,500 Dakotas still in ser- 
vice will be replaced by 


and the Comet HI— power per hour (0.67) Viscounts ? Aircraft com- 
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visible in the sky. If it ee Ry: ee ee cessor to the fabulous 
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miles pe > 
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working medium stage- Break-even load factor 51 per cent. } British’ European these new designs mught 
lengths face a period of ical unin —< ence ( Airways opera- make inroads on the orders 
some years when they will wv." “per tonmile} 7 renee that might otherwise have 
buy Viscounts or little else. Price w+ «ee £250,000 upwards been captured by Viscounts. 
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craft has propelled 
share of the traffic from one-third to over 
the total. Late in September, the first 
; of Viscounts will be made to Trans-Canada 
», and the Viscount will start to fly between 
ind the United States. When the first 


aircraft are delivered to Capital Airlines early 


ar, they will fly along routes between New York, 
zton and the densely populated industrial areas 
, In competition with the American giants, 
1 Airlines and Trans-World Airlines among 
Next year, too, the Viscount will be in service 
: America with Venezuelan airlines. _ 
‘empt will be made to meet this competition 
& America’s two outstanding piston-engined air- 
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can examiners from the 
Civil Aeronautics Board 
will make on the Viscount 
when they return from this 
country to Washington. The action of Capital Airlines 
has obliged the CAB to take up once again the delicate 
subject of whether to. accept a British certificate of air- 
worthiness issued for a British aircraft. Because the two 
authorities employ different standards, a British aircraft 
cannot qualify without substantial modification for an 
American certificate of airworthiness ; so unless the CAB 
agree to recognise the Air Registration Board’s certificate 
for the Viscount, American operators will not be able to 
use the aircraft. Fast on the heels of Capital Airlines, a 
second American operator, Trans-Caribbean Airways, 
has filed a request with the CAB for permission to use 
Viscounts. It would be unrealistic to suppose that there 
will be no counter-pressure against such a move. 








Good Sense on Export Subsidies 


HE only concise and specific document to emerge from 
a last month’s discussions in Bonn between the British 
Chancellor of the Exchequer and the German Federal 
Minister for Economic Affairs is a joint statement by the 
two governments recording their agreement on the 
undesirability of artificial aids to exporters. The statement 
falls into three parts. The first is a declaration of the kind 
of framework into which competition in international trade 
should fall. The second is a statement of British practice 
on the granting of export incentives—a statement from 
which Britain appears to emerge white as the driven snow. 
The third is a promise by the Federal Government to 
correct at least one transgression from the path of complete 
rectitude in this respect. 

The first part of the statement breathes the full ozone 
of economic liberalism. The two governments “ are con- 
vinced that international trade competition should follow 
natural lines and develop freely.” Therefore, “ neither 
government intends to pursue any policy of providing open 
or concealed subsidies to exporters and they both consider 
that artificial measures of aid to exporters which in the 
result tend to distort the normal pattern of competition, 
should be abolished as soon as possible.” The Chancellor 
of the Exchequer’s statement of the philosophy and practice 
of the British Government opens with the assertion that a 
fundamental aspect of its economic policy has been “ to 
restore as soon as possible the freedom of the market over 
as wide a range of commodities and transactions as pos- 
sible.” In keeping with this policy of freedom, the Chan- 
cellor gives the assurance that “there is no intention of 
making use of such marketing regulations and subsidies as 
remain for the purpose of artificially promoting the export 
trade.” The only major limitations on complete freedom 
in commodity trade are those still considered necessary to 
prevent undue dollar expenditure. 

It is contended that there is no truth in the familiar 
allegation that the lower price of steel that obtains in the 
United Kingdom than in Germany is the result of some 
form of subsidy. There may be differential prices quoted 
for export and domestic markets, but this is as true of 
continental countries as it is of the United Kingdom. The 
prices charged to domestic users in the United Kingdom 
cover the full cost of production of steel and give a fair 
return on capital. On coal, the statement is a little less 
convincing, pointing out merely that “the National Coal 
Board in the United Kingdom is under a legal obligation to 
pay its way without any governmental subsidy.” It admits 
that deficits have occurred in the past and are carried on the 
books of the Coal Board ; and these deficits have been 
financed through Treasury guarantees. But in fact any 
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element of subsidy that has been present does not fall into 
the category of a special incentive to exporters. It is 
approximately analogous to the general subsidies on food 
or housing ; such subsidies do not provide any special 
incentive to British manufacturers to sell in foreign, rather 
than home markets, 


* 


The kind of subsidies that are now generally agreed to 
be objectionable are the differential ones that specifically 
favour exporters. The main German scheme that offends 
on this score is a rebate to exporters of income tax, amount- 
ing to up to 33 per cent of export turnover. The assurances 
of the Chancellor were found sufficiently convincing in 
Bonn to induce Dr Erhard to give notice that it was not the 
intention of the Federal Government to seek renewal of 
the law providing for these’ concessions when it expires at 
the end of 1955. The two governments have also under- 
taken to collaborate in their efforts to secure a general 
abolition of objectionable export incentive schemes by all 
OEEC countries. Primarily this means France, which is 
easily the worst offender. 


Borrowing for Utilities 


ARKET experts have been expecting the British Elec- 
tricity Authority and the Gas Council to appear in 

the queue of would-be gilt-edged borrowers later this year. 
The Bill which has now been laid before Parliament—Gas 
and Electricity (Borrowing Powers) Bill—and the memor- 
andum which accompanies it, confirm that impression. 
They also provide financial authority for an exceedingly 
ambitious electrical development programme extending from 
1953 to 1960 and costing over £1,400 million. Electricity 
issues for which no authority yet exists will evidently have 
to be made at fairly frequent intervals over the next six years. 
Present borrowing powers of the British Electricity 
Authority are £700 million and up to June 30th this year 
Treasury sanctions have been granted for £635 million. The 
present total of borrowing is presumed to be nearly up © 
that total which consists of £525 million of stock issues and 
£110 million of temporary borrowings. The Bill proposes 
raise the permitted maximum to £1,400 million and from 
the figures published it seems that the whole of that sum 
may be needed by 1960. Between March, 1953, when the 
Authority had used up £487 million of its statutory borrow- 
ing powers and March, 1960, there is a programme of © ipital 
development estimated to cost £1,442 million of which it's 
hoped to provide £435 million from internal resources 
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jeaving £1,007 million to be found from external borrowings. 
A small part of this great total—{75 million—is provided 
for in the Electricity Reorganisation (Scotland) Bill. 

By comparison the claims of the gas industry are modest. 
The Gas Council’s present borrowing limit is £250 million; 
its present sanctions amount to £230 million and it has 
used about £223 million of them. It is now proposed to 
raise the ceiling to £450 million, which will cover part of 
the cost of a development programme from 1953 to 1960 
involving £366 million, leaving {£92 million to be found 
from internal resources. 


Courtaulds go One Better 


OURTAULDS’ profit and dividend statement far surpasses 
C the best expectations. In December, when the com- 
pany announced its 100 per cent free scrip issue, the board 
foreshadowed a final dividend of 3% per cent on the new 
capital of £48 million, making the equivalent of 14 per 
cent on the old capital for the year ended March 31st 
(compared with 114 per cent in the previous year). The 
preliminary statement shows that the directors have gone 
one per cent better than their promise with 4% per cent 
as a final, making the full year’s distribution 8 per cent 
equal to 16 per cent on the old capital. 

The formidable weight of profits amply justifies the deci- 
sion ; it would not be unfair to say that it has enforced 
it on Courtaulds’ ultra conservative board. It is hard to 
resist the on-rush of a trading profit of {19.0 million (com- 
pared with {10.6 million) and a net group profit of £7.6 
million (compared with {5.2 million). Courtaulds’ direc- 
tors say they consider that “the year’s trading has been 
marked by a general revival in home trade; the company’s 
export trade has shown improvement in highly competitive 
conditions.” 

Courtaulds is not only a textile company, it is pre- 
dominantly the producer of the textile industry’s cheapest 
raw material —staple fibre. The whole trend of trade has 
been moving its way in the past year, and there will be 
general agreement with the board’s modest assertion that 
the increased distribution is “justified by the improved 
results.” As they say it the directors tuck away a further 
£6 million (compared with £3.8 million last year) to various 
reserves. That the board would revise its dividend inten- 
tion was quite unforeseen in the share market. The {1 
shares fell 43d. just before the announcement to 29s. 44d. 


Rayon in Demand 


|e demand for certain types of rayon has been rising 
steadily for several months. In the first four months 
of the year output reached nearly 150 million pounds com- 
pared with 136 million over the same period last year, but 
this increase was still insufficient to keep pace with the flow 
of orders for rayon staple, tyre cord and yarn for industrial 
uses. By contrast, the trade in continuous filament rayon 
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is noticeably slack. The rayon industry has been less 
successful in finding new applications for continuous 
filament rayon than it has for the staple fibre. 

Rayon has been swept out of some sections of its tradi- 
tional markets, such as washing dress fabrics of spun rayon, 
and continuous filament yarn for underwear, by the deter- 
mined sales drive from the cotton industry on one flank and 
the new synthetic fibres and the reviving silk industry on 
the other. There is little evidence to show that rayon has 
recovered from these invasions; the industry’s present 
buoyancy is rather the result of applied research into new 
uses. There is an expanding market for rayon in the indus- 
trial field, and the use of rayon in suitings, either alone or 
blended with other fibres, is rapidly increasing. Consump- 
tion of spun dyed rayon staple is also increasing ; the idea 
of buying the staple already dyed appears to have caught 
the imagination of spinners, who are mixing staples of 
different colours with the same abandon that an artist 
mixes paint pigments. 

The industry has yet to find the same variety of fresh 
outlets for continuous filament yarn. Acetate yarn is used 
as the basis for what the industry calls “ novelty weaves,” 
but viscose yarn, which makes up the bulk of output, is less 
adaptable. The industry’s output is almost equally divided 
between continuous filament and staple production, but 
there is a general feeling that its future rests with the con- 
tinued expansion of staple production. The new factory that 
Courtaulds Limited will begin to build at Grimsby in about 
six months’ time (which will take 24 years to complete) will 
increase the industry’s staple capacity by about 100 million 
pounds a year. Until then, staple fibre production is likely 
to remain some way behind demand. 


Accounting Centenary 


RADE is said to follow the flag but there can be no doubt 
£ that accountancy follows trade. And where there is 
trade, there is the thrifty Scot. Appropriately, the oldest 
existing body of professional accountants in the world is 
the Institute of Chartered Accountants of Scotland. The 
Institute is the direct descendant of the Society of 
Accountants in Edinburgh, which was incorporated a few 
months before the Companies Act of 1855 put the prin- 
ciple of limited liability on the statute book—opening out 
new avenues that a host of accountants were to follow to 
prosperity. Next week, the Institute celebrates its first 
centenary. 

Accounting is far older than the professional accountant 
himself, and older still than any organisation of accountants. 
Yet the creation of a professional organisation, ‘soon to 
be supplemented by others, was just as important as 
the invention of double entry book-keeping in the commer- 
cial republics of Renaissance Italy. Ultimately, the pioneer- 
ing society and kindred associations established principles 
and standards of accounting that were accepted by the 
community at large. By examinations, precept and recom- 
mendations a generally acceptable body of doctrine and 
techniques was formulated. The 1948 Companies Act 
brought full recognition to the profession when it ruled that 
no person could act as auditor for a company (except an 
exempt private company) except a member of one of the 
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five accountancy bodies or an accountant authorised specifi- 
cally by the Board of Trade. . 

During the hundred years the accountant’s tasks. have 
markedly changed. Many of the earlier members of the 
Scottish society secured their living from bankruptcy and 
insolvency cases. Nowadays the accountant is more of a 
company doctor arid less of am undertaker ; the “ bread 
and butter” of the profession is internal and external 
auditing. ~The accountant of 1853 would be perplexed— 
and, perhaps, a little amused—by the-complex details of 
company and tax legislation which are now on the lips of 
every articled clerk. The accountant’s status has also been 
enhanced. In professional practice his. independence 1s 
secure ; aS a salaried employee he is now as familiar as the 
outside consultant; and many accountants have found 
through their profession a road to industrial management 
and policy making. 


£4 Million for Rolls-Royce 


ETAILS of the new capital issue foreshadowed by Rolls- 

Royce a fortnight ago have now been announced. The 
company is to meet its needs by a £4 million 4 per cent 
debenture stock dated 1974-84 which will be offered to the 
public by Lazard Brothers at {99 per cent with preferential 
treatment to holders of the ordinary stock and employees. 
Subscription lists open next Thursday and {10- per cent 
is payable on application. It is a shrewd financial move. 
It invites success because the stock is of the type that will 
appeal to imsurance companies and other institutions. 
Twenty-to-thirty-year 4 per cent stocks below par and 
covered 3} times on assets and nearly 13 times-on earnings 
are not easy to pick up ; the Rolls-Royce debenture should 
command a small premium. Moreover the effect of the issue 
should be to gear up the ordinary stock since the company 
obviously hopes to earn more than 4 per cent from the new 
money. This will be useful since it happens to coincide in 
time with the one for two ordinary share bonus recently 
announced. 

The company is raising money primarily to finance the 
purchase of machine tools for its aero-engine division, a sign 
not only of expansion but of the expectation of continued 
expansion. The expansion is evident in the consolidated 
balance sheet as at December 31, 1953, which shows that 
stocks have risen from {£6 million to £9.8 million and 
debtors from £7.9 million to £9.2 million. The company 
has also raised money by bills for £500,000 on its export 
trade in addition to increasing its overdraft by £600,000 to 
£1.6 million. The expectation of continuity is endorsed by 
the speech of the chairman, Lord Hives. “ We believe,” he 
says, “ that we can foresee for some years ahead a steadily 
increasing demand for the company’s products,” 


Lombard Street Springs a Surprise 


Se HE new flexibility of money rates is nowadays producing 
some piquant situations in Lombard Street, piquant, 
that is to say, by contrast with the dullness of the long phase 
of pegged rates. Throughout this year “ outside ” competi- 


‘thrust by the market succeeded in catching 
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tion for Treasury bills has been keeping the discount inarket 
on. its toes—but, even so, the persistence of foreicn and 
other non-market tenderers for bills has eroded the 1. :ker’s 
portfolios. At the pre-holiday ‘tender, -however, . bold 
the “ outsiders ® 
very much on the wrong foot. A fortnight before, the 


‘Treasury . bill rate had shown signs of Sagging from the 


level of 132 per cent established by the market im: 
after the reduction of bank rate to 3 per cent, partly 
the margin offered over the clearing _ banks’ 


iately 


aise 


mum 
deposit rate and also the rate they normally chary« io the 
discount market for loans against Treasury bi!\; had 
widened (both these rates are now at I} per cent). Buta 
tightening of call money supplies checked this tendency, 
and the bill rate seemed to have settled at its new level, 


. Last week, however, the discount houses unexpectedly 


raised their tender price by 4d. to £99 11s. 9d. per cent, a 
change that corresponded to a reduction of the discount 
rate by 1s per cent to 132 per cent, and is a subs: — 
larger adjustment than has been made in any one week in 
this new phase of flexible money except after a Bank rate 
change. The “ outside” tenderers—industrial interests as 
well as financial institutions—were taken unawares, and 
missed the bills entirely. 

The background for this move was laid by the pressure 
upon market portfolios for some time past, both from the 
outside competition and from the increasing appetite for 
bills shown. by the clearing banks in their day-to-day opera- 
tions. But the immediate cause was the market’s expecta- 
tion that the Treasury’s new bond issue would both reduce 
the supply of bills and further increase the demand for 
them. A large.part of the cash that ostensibly flowed to the 
authorities in subscriptions for the new loan was certainly 
employed by the authorities in simultaneous purchases of 
other bonds, but a portion remained for use in cutting down 
new issues of Treasury bills. As the market had anticipated, 
only £250 million of the £270 million of bills offered at last 
week’s tender were allotted, so that the issue fell £20 million 
short of the corresponding maturities, and there wil! be a 
further excess of maturities in the coming week. This 
tightening of the bill supply, combined with the demands 
of the unsatisfied non-market applicants, may put further 
pressure on rates, especially as the American Treasury bill 
rate this week dropped to only 0.616 per cent (leaving scope 
for a profit of some 14 per cent on switches to London with 
the forward exchange risk covered), The authoritics are, 
however, keeping a taut rein on credit supplies in the short 
loan market. 


Britain’s Sweet Tooth 


T is more than a year since sweets came off ratio ind 
I consumption, unlike that of some other deratione:! on 
modities, rose steeply when rationing ended. That dev<lop- 
ment is pin-pointed by the remarkable jump in the ea"ings 
of Cadbury Brothers, for the year ended January 20. [a 
that family business, whose equity is all held by the !:itish 
Cocoa and Chocolate Company, net profits after tax rose 
from £963,343 to £2,937,793. The rise in the gross "su 
was even steeper, since the tax charge increased £1,455.9?° 
to £2,544,221. The controlling company draws « divr 
dend of £516,341 compared with £443,040. The back 








with 





THE ECONOMIST, JUNE 12, 1954 ai 





Worlds within a world... Circles within a circle . . . Each unit is complete in itself, 
yet each is a part of an armillary sphere*. That is how it is with Crompton Parkinson. Our 


sphere is electricity. For seventy-five years the name of Crompton has been inseparable from it. 


The products we make create it, moderate it, measure it, control it and use it. More than haif a 
score of independent manufacturing units, separate yet each complete in itself, work within 


and make up the Crompton Parkinson world. The sphere is complete. 


When it comes to electrical equipment... 


you've got to hand it to (rompton Parkinson 


ELECTRICAL EQUIPMERT 





MAKERS OF ELECTRIC MOTORS OF ALL KINDS - ALTERNATORS - GENERATORS * The word armillary has nothing to do with either 
armadillos or armament. It comes from the Latin 
armilla, meaning bracelet. An armillary sphere was 

a model made by the Greeks, 2,000 years ago, to 
\T - BATTERIES - STUD WELDING EQUIPMENT « TRACTION EQUIPMENT 


depict the great circles of the heavens. But that was 2 
hittle before our time. 


SWITCHGEAR + B.E,T, TRANSFORMERS - CABLES - INSTRUMENTS * LAMPS - LIGHTING 
EQUIPA 


‘KOMPTON PARKINSON LTD + CROMPTON HOUSE - ALDWYCH - LONDON - WC2 


+ TEL: Chancery 3333 
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STOKELESS FUEL 
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Your gas account shows exactly how much you spend on 
fuel. There are no extra hands to pay because gas needs no j 
special equipment for handling or storage. Gas burners give 
you years of life, with little servicing or replacement. That 
means uninterrupted, therefore greater, production, These 
are points to remember when assessing the true cost of your 
fuel. Gas is stored, examined and tested for you and deliver- f 
ed direct to the point of use. It burns clear and clean, is / 
infinitely adaptable and easy to control. For your heat 4 
problem gas may well be the answer. 





¢ 
~ > 
‘Not knowing’ can be costly. 

\ : ov can call upon the resources of the Gas Industry MAME 2 io ais eo ee ee ewes 

to solve your fuel problem by consulting your 
Area Gas Board. The Bonurcia’ Teuceotrial (hae Ei ne nee 
eers are ready to give you free advice. They, in 
turn, can call upon the resources of the whole Gas — ADDRESS .......-.ssececsecsosceecessecosenmmumussenesnesnensveneeeeessees 


Industry through the Gas Courcil’s Industrial Gas 
Development Committee. Get your secretary to 
fill in these details (or pin this advertisement to your 
letter heading) and send to your Area Gas Board or WE NEED HEAT FOR....... 
to the Gas Council, 1 Grosvenor Place, London, S.W.1 
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The Gas Industry makes the fullest use of the nation’s coal. Gc.GBa 
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ground to these figures—the expansion of sweetmeats in this 
country—has recently been described in the report of The 
Cocoa, Chocolate and Confectionery Alliance. In the last 
few months before rationing ended, enough chocolate and 
sugar confectionery was being produced to give everyone 
in Britain nearly 6 oz a week. By the pre-Christmas period 
jast year, Output had risen to the equivalent of 10 oz a 
head weekly, and even after the seasonal decline weekly 
output is still 8 oz a head, 40 per cent higher than the 
fnal ration figure. Even then, Britain ate more sweets 
than any other country in the world ; today consumption is 
twice as high as anywhere else in Europe and half as much 
again a consumption in the United States. Many countries 
eat more sugar, in all its forms, but Britain remains the 
confectioners’ best customer. 

The factories were able to keep pace with retailers’ needs 
throughout the year, except for an anxious week or two 
last summer, without attempting to check demand by 
raising prices. Sweet and chocolate prices rose, in fact, less 
in the first year of de-control than.in the last year of ration- 
ing. The industry’s sugar purchases have risen from an 
annual rate of about 200,000 tons a year before de-control 
last September to a rate of approximately 350,000 tons, and 
imports of milk crumb and chocolate couverture have also 
been stepped up. Milk supplies have doubled and nut 
imports have risen by a third. Only cocoa causes anxiety. 
Falling production and rising demand have lifted cocoa 
prices to the highest point they have yet reached. 
During 1953 retail sales of chocolate and sweets reached 
{242 million. The country is laying out more of its income 
than ever to satisfy its sweet tooth. Out of every pound 
spent on food, 1s. 4d. now goes on sweets, against 103d. 
before the war. The trade does not expect consumption to 
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settle down before 1955 at the earliest. If more people 
continue to switch from the tobacco counter to the sweet 
counter, will the rise stop even then ? 


The Cup that Cheers 


HE first offerings of this season’s North Indian teas are 

meeting a strong demand at the Calcutta auctions. 
Prices of common qualities opened at the equivalent of 
4s. 9d. a lb delivered UK, more than a penny above the 
closing price of old crop North Indian tea in London. This 
reversal of the normal relation between old and new crop 
prices emphasises the continuing shortage. In the past 
eighteen months the price of common tea has trebled, and 
the change round from the tea companies’ losses of 1952 
to the profits of 1953 has been equally dramatic. Many 
companies are re-entering the dividend lists and some are 
distributing free scrip issues. Consolidated Tea and Lands 
with its {2.6 million issued capital and its widely dispersed 
estates is an outstanding example. For the year ended 
November 30th a net profit before tax of £1,312,968 was 
earned compared with a loss of £326,391 in the previous 
year. The bank overdraft has been reduced from {1,467,744 
to £425,710 while the cash has risen from £123,589 to 
£306,759. The company has announced a dividend of 10 
per cent tax free compared with nil before. If this were 
only a flash in the pan—a single good year breaking a 
succession of bad ones—it would hardly be a cause for 
jubilation. The chairman, Mr W. H. Marr, puts last 
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Total exports 
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THE interdependence of trade between 
the manufacturing and primary produc- 
ing countries is widely accepted, but less 
widely understood. Trade between the 
two groups accounts for about half the 
world’s trade. An analysis by the Board 
of Trade shows that in 1952 the manu- 
facturing countries took over two-thirds 
of the total exports of primary producers, 
and sent two-fifths of their total exports 
to primary markets. The interdepen- 
dence of Britain and primary producing 
countries (mainly the overseas sterling 
area) is exceptionally high. This explains 
why Britain is particularly exposed to a 
change in the terms of trade, and why 
an adverse movement can nevertheless 
favour Britain’s exports and will favour 
the dollar earnings of the sterling area 
as a whole. In 1952 North America, the 
OEEC area and the primary producers 
themselves each took about one-fourth 
of total primary exports ; Britain alone 
took one-fifth, including one-third of the 
total exports of the overseas sterling area. 
Of Britain’s total exports, nearly two- 
thirds went to the primary producing 
countries, and nearly half to the overseas 
sterling area. 
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year’s profits in their true perspective when he calculates 
that the profit together with the losses of the two previous 
years gives an average profit for the past three years of 
£332,262 per annum, which is almost the same as the 
average of £333,447 for the last 23 years. 

But Mr Marr also makes it clear that he is expecting 
another good return from the current year, despite the 
prospect of some decline in tea prices in the autumn, and a 
rise in costs resulting from the enforcement of the Indian 
Plantations Act of 1951. He feels that the real strength of 
the market lies in the statistics flanked by the expectation 
that Russia will buy tea under its new trade agreement with 
India. Moreover, Consolidated Tea and Lands has sold a 
substantial portion of its crop forward at remunerative prices. 
Sensible market opinion will endorse Mr Marr’s hopeful 
estimate for this year. Perhaps the only cloud on the horizon 
is how much the local governments will extract by export 
duties. The Ceylon government has recently raised the flat 
rate of duty by 15 cents to 60 cents (about 10.8d.) a Ib, 
though it is fair to add that were the duty based on the 
sliding scale abandoned last October the present exaction 
would be still higher. The Indian government, which now 
levies a duty of 4 annas a Ib (equal to 44d.) must also be 
sorely tempted to exploit the boom. 


£30,000 Million in Throgmorton Street 


HIS year’s crop -of statistics from the London Stock 

Exchange is fuller than any of its predecessors. It 
includes for the first time an analysis. of .the capital struc- 
ture of most of Britain’s public companies. This analysis, 
classifying company securities into loan, preference and 
equity stocks, is ‘reproduced on page 924 of this issue. It 
throws a little more light on the ratio between nominal 
and market values of all securities quoted on the London 
Stock Exchange. In the year to March 31st last, the market 
value of all these securities increased from £27,130 million 
to £30,102 million, At the same time the number of quoted 
securities grew from 9,752 to 9,861 and their nominal 
value increased from £25,624 million to £26,653. These 
figures are evidence of an impressive growth, but they do 
not show how far the changes were due to rising prices or 
to new issues, either for cash or as free scrip. 

The boom in the equity share markets has widened the 
gap between nominal and market values and in the same 
period the spate of scrip issues has worked the other way 
towards closing the gap. The new analysis of capital 
structure shows that the market value of all ordinary shares 
is £9,241 million, some £5,766 million higher than their 
nominal value. The nominal capital of British industry, in 
fact, bears little or no resemblance to the market capitalisa- 
tion. Equally, market capitalisation means applying prices 
derived from quite small transfers of share capital to the 
entire share capitals of the companies concerned, although 
big blocks could often be neither bought nor sold at those 
prices. The market value of the preference shares quoted 
in Throgmorton Street is only £10 million higher than 
their nominal value of £1,485 million, while the market 
value of loan and debenture stocks issued by companies falls 
short of the nominal value of £992 million by £142 million. 

The stock market, however, is dominated by British 
Government stocks and Government guaranteed issues 
largely resulting from nationalisation. At the end of last 
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March, the market value of these stocks in the «: t-edged 
list was £16,019 million, about £1,382 million be!iw their 


nominal value ; the year before, when Bank rate w, 


higher, 
their market value of £14,783 million fell shor: of the 
nominal value by £2,016 million. Such was the picture 


near, though not at, the crest of the market boom. 


Oil Power for Copper 


OPPER may be commanding a good price ; the Rhodesian 
C producers may see a surer market for their product than 
they dared to hope for after state trading had ended, but 
their troubles are not ended. The announcement from 
Selection Trust that Mufulira Copper Mines is in talling 
equipment to burn limited quantities of fuel oil for both 
steam raising and smelting comes as a sharp reminder of the 
biggest of those problems—the inability of Wankie Colliery 
to raise as much coal as the copper industry needs and the 
inability of the railways to handle it. The problem is not 
new ; there has been no sudden worsening of the outlook at 
Wankie since the trouble of underground faulting occurred 
a few months ago. Wankie’s output is still expected to sur- 
mount these technical problems. Nor is any sudden 
deterioration in the condition of the railways the cause ; the 
railway drivers’ strike in Rhodesia did not affect the decision. 

It is thought unlikely that the other copper mines will 
follow Mufulira’s example. The company describes the 
expedient as being very expensive and used only as a final 
effort to keep the plant going. It involves boiler modification. 
The method can ‘be adopted only (a) when the margin of 
profit on copper is high enough to cover a substantial rise in 
operating costs, and (b) when production ‘would be lost if 
it were not done. It is because Mufulira is much wetter 
than other Rhodesian copper mines, and therefore requires 


much more power for pumping, that oil burning is justified. 
Wood cannot be provided by contractors in sufficient quanti- 
ties to make good the coal shortage, but in two years’ time 
hydro-electric power should be coming from the Congo and 


from the Kafue project. Even then hydro-electric power will 
be flanked by some coal burning. 


Conditional Research 


T researches into various aspects of productivity that 
are being paid for under “ Conditional Aid ” from the 
United States to Britain are of distinctly varied promise ; 


the Board of Trade had to assemble quickly a list of subjects 
on which to spend its “ counterpart funds,” and could not 
be too selective. The only condition common to mos: of the 


grants is that there should be something to show for them 
fairly soon. The Department of Scientific and Industral 
Research, among several other bodies, has the spen ing of 
these funds. One of its committees dealing with “ !iuman 
Relations in Industry” has in its first year managed © 
sponsor a dozen research projects with “ Conditional Aid 
money, some of which at feast should eventually be of 
value ; university teams are to study the effectiveicss of 
incentive payments, industrial training and promotion, and 
‘ human factors” affecting the introduction of new tech- 
niques .in industry. | 
This last ‘subject, at least, may repay all the study 1 <a 
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| Quality Furniture has 
BRITISH 
EATHER 


UPHOLSTERY 


life and comfort there’s nothing like leather 





For k 


YOUR FURN 
he colourf ithers which are now available for the upholstery of modern and 
traditional { ire for the home, the boardroom, the office, clubs and hotels. 
¢ to: TI ssed Hide Leather Publicity Committee, 
Le r Trade House, Barter Street, London, W.C.1. 


‘Let us take 
alook 


sood and early 


Our expert advice on malleable 
i castings will save you time and money 


viene the job is on the board, before you’re really 
a : a to design details, let the Gloucester Foundry man 
_ 400K at it. He sees the job through the foundry 
wecialist s eyes. His knowledge of technique both in grey 
mon and in blackheart malleable can lead to substantial 
wal Ings In cost and time. 
ee Foundry is completely mechanised and has the 
actin i type electric furnace in Britain for speedy pro- 
0 of blackheart malleable castings. First-quantities can 
‘clivery within 72 hours. How’s that for service ? 


1LQUGESTER 
LOUCESTER 


SUNDRY LTD., EMLYN WORKS, GLOUCESTER 
(A sub r 


y of the Gloucester Railway Carriage & Wagen Co. Ltd.) 
04! 
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Telegrams : ‘ Pulleys" Gloucester * 


AND YOUR COMFORT” is the title of a booklet which tells more of 
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ee a using “Buildmaster Rotary 
ages Cranes on your new contracts © ‘ 
Catalogues and quotations are available 
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ALL MODELS EX-STOCK 


ABELSON & CO. 


(Engineers) Limited 
COVENTRY RD., SHELDON, BIRMINGHAM, 26 
Phone: Sheldon 2424 (10 lines) Grams: Abelson, Birmingham 


See us at stand No. 2. -M.O.W. Building 
Plant Exhibition, Reading. june 
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IS BOTTLENECKS 
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Up and up went the demand for their bottled beer. More orders 
to be analysed, more ledgers to be posted. In the offices of the 
famous brewers it was a case of “‘time, gentlemen, please.” 


Father William wanted them “cleared”’ fast 


CHEERFUL SYMBOL of the great 
brewers, William Younger & Co. Ltd., 
Edinburgh, Father William had a 
problem. The country was drinking far 
more bottled beers. Orders from Cus- 
tomers and from their own houses 
poured in for the fifteen different lines 
of bottled ales and stouts they brew. 
With so many invoices to deal with, 
each with several lines to be posted and 
analysed, over and above the normal 
volume of Bulk Ale sales, the office de- 
partments were hard pressed to produce 
the up-to-the-minute sales figures the 
company needed. 

Younger’s asked Burroughs for sug- 
gestions, and after considering various 
other methods of handling this detailed 
analysis, they decided to install Bur- 
roughs Electric Duplex Calculators for 
the “analysis of ales and _ stouts” 
operation. 

Then, seeking to speed their already 
mechanized Sales Ledger posting, they 
went to Burroughs again, and installed 


Burroughs High Speed Accounting 
Machines for that work also. 

Result: Invoice checking, extension and 
analysis with the Burroughs Calculators 
now goes so smoothly that Younger’s 


af: 


Seen demonstrating a Burroughs Duplex Calcu- 
lator in the offices of William Younger & Co. 
Ltd. is Burroughs representative Mr. M. Jolly. 
This fast, two-answer-dials calculator is one of 
the machines that helped to solve the Case of 
the 15 Bottlenecks, 


management can rely on co! 


sive sales-figures in plenty o! 
relate production to public 
They find, too, that flexible B 


Accounting Machines can cope 


greatly increased volume of «: 
ing to “Bulk” Ledger or 


Ledger. Father William is a hap 


What about you? If your busi: 
benefit from faster, accurat 


call in Burroughs. They can ofc! 
on all the latest systems, for B\ 


market the world’s broades' 
modern record-keeping mach: 
ding, Calculating, Accountin: 


and Statistical Machines, anc 


filming Equipment. Remem' 
you have any Burroughs 
Burroughs Service guarantees 
ciency in operation. 

Call Burroughs today. Bb 
Adding Machine Limited, Av: 


356-366 Oxford Street, Londo! 


Sales and Service Offices in 
cities round the world. 


FOR EXPERT ADVICE ON BUSINESS FIGURING CALL IN Bu rroughs 





nprehen- 

time {0 
demand. 
urroughs 
with a 
ily post- 


Bottled” 


yy man! 
PSs could 
iguring, 
advice 
rroughs 
line of 
nes: Ad- 
Billing 
Micro- 
r, once 
machine, 


its effi- 


irroughs 
1 House, 
a, Wil. 
principal 











fae SO Le 


-_ 
——— 


ee 


™ 


mand 
oughs 
with a 
; post- 
ttled” 
man! 
could 
yuring, 
advice 
roughs 
ine of 
Ss; Ad- 
Billing 
Micro- 
once 
achine, 
its efli- 


rroughs 
House, 
n, W.L. 
rincipal 


THE ECONOMIST, JUNE. 12, 1954 


get, even if some of the reports are couched in the repellent 


gobbledygook of the social psychologist. 


attention from the technical side in other projects sponsored 
by DSIR ; and a new committee formed this week by the 
Royal Society of Arts, the British Association and the 
J Foundation, once again armed with a grant of con- 


Nuffie 


} 


Ais A, 
J. LYONS. The non-voting “A” 
ordinary shareholders of J. Lyons and 
Company, whose activities extend beyond 
catering to embrace tea and coffee blend- 
ng, have good reason to be disappointed 
with the latest dividend. Since 1948, the 
group’s trading profits have nearly 
doubled and in the year to March 31st 
last, which included the Coronation trade, 


they rose once more (from £4,162,805 to 
£4,299,157); yet the directors throughout 
this period have left the ordinary dividend 
unchanged at 224 per cent. This year 
the dividend has been declared on the 
former capital of £2,326,273 and one-third 
of the rate has been declared on the 
629,069 {1 ordinary shares issued last 
October at 82s. 6d. each. Conservatism 
carried to such extremes suggests that the 
directors will be content to leave the rate 
unchanged on the enlarged capital in the 
current year. That was how dealers in 
the stock market read the company’s 
statement, for after its publication the 
“A” shares were marked down 4s. 3d. 
to 1028, 6d., to offer the unexciting yield 
of 4.4 per cent. 


Years to Mar. 31, 


1953 1954 
( lidat y ngs i-—— f f 
lradi Rt. cand 4,162,805 4,299,157 
fotal i © iGen 4,228,298 4,368,586 
Depreciation ..... 1,046,346 1,143,728 
laxatio “aie 1,676,674 1,550,451 
Net pri cet 874,740 932,667 
Ordir idends 308,242 337,340 
Ordina vidends 
(per eh 223 22} 
rst l eserves . 12,003 17,611 
Added t ip Car- 
ry forward...... 288,710 296,571 
’ halance l°— 
Fixed a : de- 
., breciat ant 15,064,082 15,586,087 
Net cu ssets.. 9,829,614 12,408,542 
stocks .... yak 11,943,934 12,375,706 
Cash <a wale 1,147,688 1,363,538 
Accept redits. 1,500,000 eee 
Reserv are 11,734,689 14,172,597 
Ordinar\ tab. 2,326,273 2,955,342 
ot . ordinury stock at 102s. Gd. yields {4 8s. 
The company’s accounts certainly sug- 


gest that the directors could have afforded 


to be more generous than they have been. 
Net profits have risen from £874,740 to 
£932,667, and about £300,000 has been 
ploughed back into the business. More- 
"Js the new issue of shares has enabled 
ie directors to dispense with the use of 


yt redits and to add to stocks 
; out Making any call on cash resources 
Which at th 


mnie ey of March amounted to 
mei 930 ‘ 00). The end of food ration- 
at add to the company's stock com- 
. nts and bring with it increased 
Petition but it also opens up possi- 
ilities of expansion. The “A” ordinary 


It is also receiving 


Co mpany Notes 





shares must still be numbered among the 
“blue-chips.” They are shares with 
which very little can go wrong but they 
cannot be put among the growth stocks 
while the present conservative policy is 
in force. 

* 


d. & P. COATS. The directors’ 
report of J. & P. Coats makes some 
attempt to unwind the tangled skein of 
accounting digits conveyed in the pre- 
liminary statement which was discussed 
in these columns on May 29th. But the 
explanations are so cursory that a share- 
holder can be forgiven for believing that 
he is little the wiser. Having accepted 
gratefully the increase in the ordinary 
dividend from 12} to 1§ per cent and the 
promise of a free scrip issue, his principal 
difficulty is to decide what the profit and 
; Years to Dec. 31, 


1952 1953 
Consolidated earnings :— f f 
Trading profit..... *5,631,544  +5,686,540 
Total income ..... 5,871,299 6,014,036 
Depreciation ..... 941,418 1,342,729 
SSSRUOR s facecuws 1,529,964 3,920,236 
Net profit ........ 2,624,868 3,680 
Ordinary dividends 995,625 1,216,875 
Ordinary dividends 
(per cent) ...... 123 15 
Retained by subsid- 
OMbO 6 ics KEK 1,415,238 586,313 
Added to carry tor- 2 
WH ikon ks ees 540,755(a) Drl.981,008 
Cons. balance sheet:— 
Fixed assets, less de- 
preciation ...... 13,340,157 14,272,477 
Net current assets. 43,598,884 41,952,728 
POOLED vesiv ais wae 45,907,132 37,052,609 
COO ocd waeces ees 6,444,037 6,816,586 
Bank overdrafts 6,088,979 2,909,850 
Reserves ......%.. 37,486,626 36,091,258 
Ordinary Capital . 14,750,000 14,750,000 


{1 ordinary stock at 55s. 6d. yields ) SS. per cent. 
*After writing down stocks by £5,650,000. 

+After charging exchange losses of £4,200,000. 
(a) £500,000 had been written back trom general 


reserve. 


taxation figures imply. The trading 
profits of the group in 1954 are shown at 
£5,686,540 after charging exchange losses 
of £4,200,000 ; these losses arose in the 
company’s South American subsidiaries. 
In 1952, trading profits were returned at 
£5,631,544 after writing down stocks (par- 
ticularly of Egyptian cotton) by £5,650,000. 
At the same time the trading profits of 
the parent company have risen from 
£1,555,701 to £3,243,728, and this seems 
to be the principal reason why British 
taxes charged against the profits of the 
group as a whole have risen from £842,769 
to £1,746,652. 

So far, the story is reasonably clear and 
the shareholder is entitled to draw the 
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ditional aid, is sponsoring some promising research into 
industrial innovation, studying the history of particular new 
equipment and techniques and the speed with which they 
were adopted, the effectiveness of present methods of dis- 
tributing new technical information, and the factors affecting 
decisions to instal improved equipment. 


conclusion that the group, having taken 
the losses on stocks in 1952, enjoyed a 
more prosperous year at home but had 
to bear the weight of heavy losses on 
exchange abroad. The investor will also 
note that the company has pursued a 
deliberate policy of reducing stocks 
(especially of finished goods) and that the 
“further reduction in physical stocks, 
together with lower raw material values,” 
has reduced the book value of the group’s 
stocks from £45.9 million to £37 million. 
The diligent shareholder then trips over 
the biggest stumbling block. The accounts 
show that foreign taxation has risen from 
£687,195 to £2,173,584 and that this 
increase has been responsible more than 
any other single factor for the collapse in 
net profits—from {2,624,868 to a paltry 
£3,680. Quite naturally he will turn to 
the directors’ report for an explanation, 
but there he is fobbed off with the terse 
comment that “there has been a steep 
rise in the amount of foreign taxation. 
The increase in relation to the total of 
1953 profits is to a large extent due to the 
effect of the exceptional exchange 
profits.” At the annual meeting at least 
the chairman, Mr Robert Laidlaw, ought 
to furnish a full explanation. Share- 
holders might have been spared bewilder- 
ment if the company had followed the 
modern practice of circulating the chair- 
man’s statement with the accounts. 


* 


CANADIAN EAGLE. Canadian 
Eagle Oil Company’s ordinary shares of 
no par value are a favourite with investors 
in the higher tax brackets. So much of 
the company’s income comes from foreign 
sources covered by double taxation agree- 
ments that the effective rate of tax on the 
dividend is always much below the 
standard rate. In 1953 that great advan- 
tage was reduced. The dividend of the 
parent company, though it was raised 
from 1s. 13d. per share to Is. 6d. attracts 
tax at 66 per cent of the standard rate, 
compared with 49 per cent in 1952. This 
means approximately that the net divi- 
dend has been raised from 1o}d. to 123d. 
The result must be judged satisfactory 
after a year in which the trading profits 
of the group fell from {£10 million to 
£7.8 million. 

Three factors have chiefly affected the 
results of this important oil shipping ally 
of the Shell group ; the first was a sharp 
fall in tanker freights from the exception- 
ally high figures of 1952, the second infla- 
tionary conditions affecting the marketing 
companies in South America especially in 
Brazil, and the third higher crude oil 
prices and profits. The first two influences 
were adverse ; only the third was favour- 
able. However, it is the Exchequer—-not 
the shareholder—that absorbs the reduc- 


Cs OO 





Li aanrana iene 











& 
. 
ue 


924 


tion in gross earnings. United Kingdom 
tax in 1952 was £4,0903,718, including 
£700,0c0 for Excess Profits Levy.. In 
1953 the figure was down to £1,531,920, 
and even that is subject to a refund of 
EPL of £640,000. Therefore the net 
profit after tax for the group actually 
showed an increase at £6,781,330, com- 
pared with £5,943,638. 

Conveniently the report this year sets 
out the company’s principal interests. 
These comprise first the three wholly 
owned subsidiaries, Eagle Oil and Ship- 
ping Company, Venezuelan Eagle Oil 
Company, and Eagle Tanker Company. 
Secondly, a group of oil investments held 
jointly with companies of the Royal 
Dutch-Shell group :— 

Production: Shell Condor and asso- 
ciated Colombian companies—4o per cent 
interest ; Compania Pertrolera La Estrella 
de Cuba—26.67 per cent. 

Refining : Starhaven Refineries—so per 
cent. 

Marketing : Shell-Mex and BP—27.5 
per cent; Lubricants Producers—4o per 
cent ; Shell Eagle South America—so per 
cent ; Shell Companies of British Hon- 
duras, Cuba and Guatemala—each 50 per 
cent and Peru—4o per cent, 

Property: London and National 
Property (owners of Shell-Mex House)— 
50 per cent. 

The marketing companies last year 
handled 6,441,140 million tons of oil, a 
volume which has increased by 75 per 
cent since 1947. However, the annual 
rate of increase which was 23 per cent in 
the years immediately after the war, fell 
in 1952 and 1953 to around 74 per cent. 


SELECTION TRUST. Like 
other mining finance houses, Selection 
Trust catches in its net a wide range of 
investments. It has an interest in gold 
(through investments in Western Hold- 
ings and St. Helena), in copper (through 
American Metal, which has a substantial 
stake in Rhodgsian Selection Trust and 
Roan Antelope), in base metals (through 
American Metal), and in diamonds 
(through Consolidated African Selection 
Trust). As most of these companies are 
domiciled abroad, their profits are subject 
only to local taxes, but as Selection Trust 
is domiciled in this country the income 
it receives from these investments has to 
bear the far heavier weight of British 
taxation. 

In the year to March 31st last the 
income Selection Trust received from its 
investments fell slightly—from £1,714,061 
to £1,475,385. It also earned rather less 
from transactions in the stock markets 
(for like other finance houses Selection 
Trust is an active dealer in those 
markets). The “profit on investment 
realisations” fell from £208,181 to 
£42,491. In all, its total income declined 
from £1,966,640 to £1,577,041 but, thanks 
to a reduction in the tax provision from 
£1,145,877 to £830,469, the directors had 
no difficulty in repeating an ordinary 
dividend of 424 per cent. This dividend 
absorbs nearly £525,000, for the mining 
companies retain their own profits in 
reserves.and Selection Trust distributes 
its net earnings almost up to the hilt. The 
tos. ordinary stock units offer a yield of 
11.7 per cent at the current price of 
36s. 3d. xd. 





CLASSIFICATION OF COMPANIES’ SECURITIES QUOTED ON LONDON STOCK 
EXCHANGE ON MARCH 31, 1954. 


({’s million) 


Loan Capital 





Preference Capital 



































3 Equity Capital 
No. of ase 
Section Com- | | Sa 

panies } Nominal Market | Nominal | Market | Nominal | Market 

Value | Value Value Value Value Value 
Banks and discount co’s.. 63 -2 32-5 7°3 5-9 218-4 648-2 
Breweries and distilleries. 222 “7 96-2 89-2 94-6 134-2 390-2 
Canals and docks ....... 12 ‘0 7-9 4:9 3°8 16:0 62-8 
Commercial and industrial 2,592 2 240-9 879-9 934-6 1 1,589-0 | 4281-8 

Elect. lighting and power 35 7 19-4 15-4 18-4 16-1 "15: 
Finance, land, etc. ...... 288 3 60-9 51-5 45-1 128-7 230-6 
Ce a ans 14 -] 0-9 0-5 0-3 13-9 12-8 
Iswrnet. <8 2 46 -0 0-8 7:6 8-8 38:6 484-7 
Investment trusts....... 258 -] 134-7 120-7 113-8 153-3 341-4 
Iron, coal and steel...... 140 8 29-1 44-9 44-1 161-8 528-9 

Australian mines........ 39 os 2-1 5:7 9- . . 
Rhodesian mines........ 50 -4 5-3 5-3 Hi a3 ans.0 
South African mines. .... 134 -4 28-7 11-7 10:9 193-8 747-6 
West African mines ..... 39 2 0-2 iia ie 18-3 23-7 
Diamond mines......... 12 a 4-3 16-5 15-5 121-4 
Other mines............ 123 2 0-08 0-6 0-5 46-7 86-5 

PON 65 6 his eens 2 2 0-2 sa aaa 2-8 6- 
OR 05s she oxen aeNee en 34 -1 31-0 37-6 50-6 205-6 668.3 
British railways ........ 4 +t 10-6 5-9 0-5 0-03 
Indian railways......... 7 ‘6 20-5 ous She 1-5 1-6 
Dominion railways...... 19 2 64-2 28-4 18-3 73°5 123-6 

American railways ...... 13 6 31-5 46-2 16:8 63-6 ‘ 
Foreign railways........ 33 8 11-4 34-9 22‘9 25-2 ef 
Rubber. ..5. cece ceecnes 416 *6 1-2 3°6 3:3 78-1 39-8 
SONNE iss cecce 55 “4 4-8 25-1 25-4 73-7 141-2 
Tea and coffee......... ; 190 me | 1:5 7°8 5:5 30-4 42-4 
Public utilities.......... 119 37-1 24-1 41-1 33°6 77°09 109-0 
SOON ss 6c kseiaes ; 4,959 991-6 850-0 494-9 | 3,474-8 | 9,241-5 





* Excluding shares of no par value. 
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Next Account begins: Ju 
Next Contango Day: Ju 
Next Settlement Day: Ju 


AFTer the holiday week-end. 
market opened hesitantly and 
first dealings in the new acc. 
began to slip downwards. B 
restricted in almost all sec: 
market immediately after th: 
and the relapse in prices on ‘ 
made for even greater cautio 
new accountopened. The Fun 
remained in demand until Thu: 
ing when fractional losses we 
Earlier a good demand for : 
dated issues and a few of the | 
stocks kept prices firm; mu! 
demand was concentrated u; 
cent Conversion, 1969, and on< 
had risen to Iorvs some switch: 
tions were reported. Prices 
dated stocks tended to slip ba 
foreign market German issues 
while Japanese loans lost hea\ 
ing the news that Mr Yoshid: 
Europe and the United State 
cancelled. Greek bonds co: 
improve on the Greek G 
decision to invite representatives 
bondholders to the debt settlen 


In the industrial market most 


were dull though there was a lit! |: 
in new issues. ‘Textile shares v 
the worst sufferers. J. & P. ‘ 
marked down quite sharply afte: 
lication of the full accounts, los1: 
to $5s. 6d. xd. in the two days’ 
the close on Wednesday. A fu: 
of rs. was reported in J. & P. Coat 
dealings on Thursday, while at 
time Fine Spinners lost 2s. 13d. | 


disappointment with the dividend 


where, the biggest losses were re; 


store, clectrical equipment and 


shares. Oil shares were dull 
and tea remained quietly {i 
the end of the old account 
were holding their ground bu 
began to fall back when 

account opened; dealings in 
Consolidated, the new compan) 


to amalgamate Freddies Nor! 


Freddies South, began at 22s. 3d 
price touched 22s. 6d. before clos! 


FINANCIAL TIMES INDICE 















Security Indices 





114-83 | 3-80 
152-5 | 114-85} 3:79 
152°6 | 114-87} 3:79 
152-4 | 114-87] 3-7 
151-5 | 114-88} 3-7 









152-6 | 
(June 4) (May 21) 
131-1 | 111-78 
(Jan. 1) | (Jan. 5) 
1953, High} 131-5 | 112-55 
(Nov. 4) |(Nov. 27) 
113-9 | 105-68 
May 20)) (Jan. 5 
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LONDON ACTIVE SECURITIES 





























'd caleulated on gross basis. 
l. (h) Also 4% 
“ton bonus, not included in yield. 
_ (P) Also 5% net capital distribution. 

”), Yield basis 7%. (w) Yield basis 20%. 








(a) Interim dividend. 
tax free bonus and 50% tax free from capital 
(&) Yield basis 7%. 


(6) Final dividend. 





(c) Whole year’s dividend. 
ofits ; yield basis 22-27%. 
(t) To latest date. (m) Yield basis 10% after capital bonus. 
(¢) Yield basis 21-97% gross. (t) In addition 25%, not subject to tax, from capital 
(*) Yield basis 18-18% gross. (y) Yield basis 11%, after capital bonus. {s) Yield loam 1LE%. 











i | Net : 
BRITISH FUNDS Price, | Price, | Yield, Gross Prices, 1954 | Last Two | Price, | Price, | Yield, 
AND | Yield, |. ne ORDINARY = [2M |) ee | a 
GUARANTEED ap rl ia 9, June 9 Jan. 1 to June 9 Dividends STOCKS June aug —_, 2 
STOCKS| | SPS | "1954" Pin | tow | | 1954 | 
; [gS dj fs. d. vo. | % |STEEL & ENGINEERING! : £ s d. 
hequer 2¢% 1955...../ 100% | 100} (0 711/117 6 | 56/103 41/44 124c| SO: tHe, So 4 55/3 | 56/3 15 6 8 
xchequer 3% 1960 ..... 104% | 105% 1016 0,2 3 8 18/6 13/14 5 a} 10 b\Cammell Laird 5/-:.. - 14- | 4A 1719 
xchequer 3% "62-63 ....} 102¢* | 1034 “1 5 5/2 11 11/7) 59/10} 49/9 5 a! 10 biGuest Keen N’fold £1.) 58/3* | 583 }o°s.@ 
rial Funding 19% 1954.; 100 | 100 /|016 3/114 7 | 24 11j 22/- | 2a 7}d)United Steel £1... ... | 24/6 | 24 |7 6 lle 
ial Funding 2¢% 1957.| 100% 101% |} 018 2/118 81656 | 474 | 2ga| . 12$d)\Vickers {1 .......... | 63/- | 6/- 1412 4 
rial Funding 5% 1955. «| 1014 101 is 0 9 5 | 1 17 6 i ‘TEXTILES i ; ; 
ur Bonds 2§% "54-56. ..) 100% | 100%; |} 016 8 }2 2 5441/9 | 32- | 4a) 11 bBBradford Dyers {1.-.| 39/- 39/~ | 713 10 
nding 22% °52-57..... 100% | 100% | 1 8 2) 2 12 107] 32 44249 | 12 6 a Brit. Celanese 10/-....| 31/6 | 31/4 (|5 1 Té 
it. Def, 3% "54-58 ..... 10044 | 100K | 1 4-9 12 2. 3el 62/9 49/4} 5 a 10 bCoats (J. & P.) £1....) 60/6 96/6* |}5 6 2 
Def. (Ass.) 3% °54-58..| 9948 | 9993 1 43/2 1 Q9e] Wf | 25/2} 636, 6jaCourtaulds fl ....... 30/3 | 30 1413 4: 
r Loan 3% "55-59... 101 | 101g | 1 6 8/214 32) 59/104 47/44 1+ 5 al 10 BLancs. Cottongi. | (59/3 15846 15-2 75 
vings Bonds 3% '55-65.; 99% | 9941114 5/3 2 5ii 74/9 64/- 20 « 9° 4.Patons & Baldwins {1} 74/3 74/3 i5 7? 9 
nding 24% "56-61..... 100% | 100% 161/29 012 ELECTRICAL | 
ling 3% ’59-69...... 95% | 954% 111911'3 8 Ol 52 103 41/9 | Tha 71}$5 Assoc. Elect. {1...... | 51/3 | SIS 44 T 10g 
ing 3% '66-68...... 9 | 97% 1118 4/3 6 9iI 44 44 | 38/- 24a) 14DB.1.C.C. £1..........| 44/6 1416 1416 5 
din § 4% “60-90......| 102 | 103 | 113 3/13 9 4el 47 38/6 | 5a 696 English Elect. £1.....; 45/7) | 45/7414 7 Sm 
ings Bonds 3% "60-70. 948 | 94% 1/2 1 5 1310 O14 45/- | 379 | Th Sja'General Elect. {1.... .| 44/44 | 44/445 1 5 
ings Bonds 25% 64-67; 93% | 93% sees Se aH | Motor & ArrcraFT | 
tory 4% ’20-76....... 103 % | 103 te }|118 21:314 511206 | 184 34a 635 Bristol Aero 10/-... . . 20/—- | 20/44 | 418 2 
ings Bonds 3% ’65-75. 91% 91} ia 3 63312 8h-9 1} 6/34 645 4 a,British Motor 5/-..... 8/10}; 9- 516 8 
sols 4% aft. Feb. "57..) 964 7 612 5 9/4 3 8fi 30/3 | 23 4} The 7}c\De Havilland {1 ..... 25/7 | 26/74 | 517 1 
v. 54% aft. April ’61./ 874 87H | 2 4 114 O 5ff 61/44) 35/9 | 7éc| 12 cFord Motor f1....... 60/- | 607 |4 90 0 
V. 58% BOs. en bves 0043 | 1014, | 240 | 3.9 7 | 65/7} | 47/74) 6a 9 b Hawker Siddeley {1 ,.| 64/6 | 63/- 1415 3 
V. 2% 1956-395 i06..- 994 99% 11 3 7;2 1 98989 80/6 25 «| 25 cLeyland Motors f1...;5 97/6 |} 96433 (5 31 
eas. 24% aft. April ’75 .| 664 66% /2 19/316 171946 | 66-—- | 5a 12} Rolls Royce {1 ...... 87/6 | 91/3* |3 16 9 
eas, 3% aft. April’66../ 774 | 774 |2 2 9/318 Off 7 5} 5/5} 12 ¢ 12 cStandard Motor 5/-...| 7/4} 1/4 '8 2 °9 
Ss. 2% PTT EO. ic es 964% 964% | 2 2 31314 6 | SHops & Stores | 
is. 56% “79-88... 96 33 97% | 2 111/314 81):26/03 | 22/9 | IlOa 12}5,Boots Pure Drug 5/-..' 24/9* | 25/-.1 410 0 
lemption 3% ’86-96. . .| 874 | 872 | 2 2 0/311 10/] 38 lt} 32/- | 1586 T4a|Debenhams 10/- ..... | 36/6 | 363 15 10 40 
r L'n 3$% aft. Dec. "52; 868 | 868 | 2 4 6/14 O11f1 81/3 | 53/3 | 3746} 15 aGt. Universal 5/-..... | 77- | 7% 13 7 4 
NS OO ek cae bois 65;* 66° §|2 171/315 TeMO9- (929 | 5a 1745, Lyons (J.) ‘A’ £1..... 1106/6 |102,/6* | 4 710 
Elec. 3% °6S-73: cies ; 923 9221/2 29'3nN 5Si97H~- | 73 103! 20 a| 45 Marks & Spen, ‘A’ S/-.; 91/3" 1 94% 13 9 2 
Elec, 3% °74-77...... 913 91% |2 2 81311 811 804 | 64 20 a; 40. b\Woolworth 5/-....... 11i- |HA 1|319 2 
. Elec, 44% °74-79...... 105} | 106 |11911/317 6¢ On 
Elec. 34% °16-T9..... 963 97 |2 1 8\'314 O2/13,0 8H Sa; 37} Anglo-Iranian {1.....| 12} | 12 £*%13 9 S$ 
Trans. 3% °78-88..... 863* | 864* 2 4 0/313 Gil £484 £333 4 a) 12 b Royal Dutch 100 f. ..| £47) | £47 |3 302 
rrans. 3% °68-73..... 92% 92 | 2 210) 311 621120/9. | 93/43 5tal 10tbShell Neth 118/13 |118/9 | 4 11 10 
[rans. 4% °72-77....; 1O1g* | 1025* | 2 1 2/316 8e] 25/78} 17/6 |. 15tb StaTrinidad L’holds 5/-..| 25/3* | 25/- | 312 & 
Gas 3% "90-96........ 873 | 874 (2 2 1/311 911 34/9 | 2573 mand jUltramar 10/- ...,... | 32/6 | 33/6 | Nil 
Gas 34% '69-T1...... 993 | 9981119 3;311 61 SHIPPING 
Gas 4% ’69-72....... 1118 3 64 44/- | 36/73 16 ¢ 24aiCunard {1 2... oc. | 40/- | 40 $ 0 90 
. an ane > 
late. (f) Flat yield. (1) To latest date.. (§) Net yields are a i 7 : “_e i ap % mee 4 7P | a ons | : e 
wing for tax at 9s. Od, in {. * Ex dividend. t+ Assumed 35/3 24 10} (p) 0c 10 c\|Royal Mail £1 ee 26 /-* | 26/6 | 71011 
rs approximately. MISCELLANEOUS | 
82/- | 67/9 5 a| 12}d)Assoe. Port. Cem. £1..) 81/3 | 81/3 14 6 2 
es, 1954 TRUSTEE t ete rice. | Yield 63/3 | 44/- 15 ¢ 16 cBowater Paper {1....| 61/3 | 62/6 iS. 2 5 
ltoJune9 STOCKS AND Pings Fane 9, ‘Seas 9, | 40/- | 33/10) 4a 6 & Brit. Aluminium {1 ..| 36/- | 35/- | 514 3 
e : FOREIGN BONDS 1954 j 1954 1954 43/3 36/3 | 12ite 44, ta'Brit. Amer. Tob, 10/-.| 39/- i 39 /— '5 16 6 
gh | Low $493 | $383 | 3a 3 Canadian Pacific $25 _ $443 | $483 (512 3 
oh ed fs & 1399 | 32 a 3 a{Decea Record §/-..... 38/3. | 38/3 | 4 ll 6 
143 of RR. 1% 74 o7| 24/9 | 184 lic ¢,Dunlop Rubber 10/-..| 24/-*-| 24/6 14 3 
a 904 Aust. 3} % ‘65-69 vest 944 | 94) | 314 91 65/14 | 53/- 6 a| 9 bilmp. Chemical {1...'| 64/3 | 65 412 4 
i | 97} Ceylon 4% 73-75 ....| 97t | 973 | 4 4 01 on ted : 
‘om ay st 58/1 | 49/8} | 84a\_ 1145)Imp. Tobacco f1..._. 51/6 | 51~ |7 16 10 
1U2¢ | 984 IN. Zealand 4% ’76-78.; 101 | 101 318 3/ =a Hy ore : ‘ 
173 71} L:C.C. 3% aft.1920..| 76 16 318 11 | $778 $633 ($2°60c'$2-35cInter. Nic kel n.p.v....| $764* | $77 5 3 6 
a ee! cess 59/73 | 51/6 Tha 9 bLondon Brick {1..... 57/6 | 57/6 417 5n 
‘t | 95 Liverpool 3% °54-64..! 97 97 Pe ee 10/3" 91) sate & 1 vie 9 | 69-48 
545 | 80} |M.Wtr.‘B’3% 34/2003 83} | 833 | 314 97] 70/3 | 63/6 | 12} za ate & Lyle {1 ......| 69/6 | 696% | 412 1 
1041 101} Agric. Mort, 5% '59-89 1024* | 102) |4 4 10¢ 71; 60/6 746 74a) Tube Investments £1 . 67 /6* | 68/9 473 
5 | Cundvam Baro 4 86/3 | 69/- 17hc 5 ailurner & Newall £1 ..|-82/6 | 80'-* | 4 7 6 
§ | _T1$ |German 7%......... 854 84} i " j 6 92b|Unilever £1 | 27 |? 
142 | 102 German 54%... ... 126 | 126 as 8/9 | 57/6 aa oe yinilever {1 ......... BaD Be 4 110 
9} | 1328 [Japan 5% 1907 155 155 38/3 31/6 | 4a! ThtdUnited Molasses 10/-..| 33/—* | 32/3 | 6 16 3¢ 
i Japan 5% OT... ..., Pes Tea & RUBBER 
2504 | 168} | Japan 54% Conv. 1930 181 See se] Bee eee z ae 
- 34/104 28/- Nil c| 10tciCons. Tea & Lands {1.; 32/-* | 32,9 21 2 2 
‘Last Te ee ee ee eee 2/3 1/10 10 ¢ 10 cLondon Asiatic Rbr.2/-| 2/- | é 10310 13 4 
Last Ted Price, | Price, | Yield, 49/3 | 37/9 *5 a) 15 bUnited Sua Betong £1) 45/7 814518 6 3 
idends ORDINARY June 2, June 9, June 9, | MINES es : | : i 
») (e) | STOCKS | 1954 | 1954 | 1954 6 | 592 | 20a) 40 biAnglo-Amer. 10/-....| 6% 6} | 410 7 
94/9 | 68/3 80 a} 120 bj)De Beers 5/- Bearer ..; 91/6 | 93/6 |10 13 11 
Yo Banxs & Discount | | £ s. d. {101/10}) 56/6 ow ... |Free State Geduld 5/-.| 85/74 | 83/6 | Nil 
’ 9 dO Barclays £1 ......... | 44/6 46/- | 4 61lm] 76/3 | 549 83c 10 cRandfontein {1...... 62/3 600°6 |3 6 1 
1 8 b Lloyds ‘A’ £5, {1 pd...| 62/6 | 62/- 410 4 6/7} | 4/10 22 c| 24 cLondon Tin 4/-...... i 5/9 5/9 [16 13 1 
8 b Midland £1, fully pd...} 78 /- 78 1# 21 23 16f} | 175 5} 50 ajRhokana f1......... x te 22% 0° 1 1} 
830.N. Prov. ‘B’£5, £1 pd.) 78/- 73/6 |4 67 * Ex dividend 
is i rnemnnater £4,f1 pd.) 86/6 | 86/6 | = Z 
$b Alexanders £2, {1 pd..|102/6 105/6 | 41 ] ; Sas : oa 
5 bNat. Disa (BF AY} ag- | 49. |3 1 3e New York Closing Prices 
5 6 Union Disc. £1....... | 50/- | 50/- 14 0 0 
4 a Bare. (D.C. &O.) £4’ £1) 39/- | 397-714 2 1 rh: June | June June June June 
+ 7 bChart. Bk. of India {1} 42/6 | 43/- |610 3 ad J Fw 
INSURANCE $$ ott Se a sis 
t 85 bLeg. & Gen. £1, 5/- pd.) 12} 12}4* | 215 2 {Balt. & Ohio. 23 22 tAm. Smelting .| 37} | 35} [Inter. Paper. .| 69} | 65 
i _40tb Peart £1, fully pd.....| 208 | 203 |5 4 7 [Can. Pac..... | 25 | 263 JAm. Viscose ..| 344 | 33} [Nat. Distill. ||| 18} | 17 
112}+c Prudential ‘A’ . ee | 40 403 |} 5 1 1 JIN-Y. Cent....) 23 | 222 Kel. of Amer.. 173*, 18{ Sears Roebuck 643 est 
|  BReEwerres, Erc. i Pennsyl. .«... 16} | 16 [Chrysler ..... 60} | 593 Shell ........ | 482 | 473 
10 aR Boo oes eo 128/1$ 128/14 | 6 13. 8 JAmer. Tel. .../1683 (168) KGen. Elec..... 117 1158 Std. Oil of N.J. 90 : 86 
74a Distillers 4/-......... 1 21- {| 21/- 4 5 9 Stand. Gas...) 125 | 12§ |Gen. Motor...) 71% 68% JU.S. Steel...) 48 | 46 
6 8 aGuinness 10/-........ | 32/6 | 3376* | 513 5 [United Corp..| 5% | 5 {Goodyear ....| 64% | 61} [Westinghouse | 68 663 
* 1536 Whitbread ‘A’ Ord. £1) 82/6 | 82/6 | 5 1 10djW. Union Tel.) 39} | 39 eee 43 | 41§ Woolworth...) 424 | 424 
ix dividend. ; | : 


(4) Yield basis 21%. (e) To earliest 
(¢) 12% paid for 9 months; yield basis 16%. 
(nm) Yield basis 14%. 
Profits, 








UK Production and Consumption 


Statistics 


Prices and Wages 
Production and Consumption This week 
Manpower 
External Trade 
Financial Statistics 
Industrial Profits 


M=Monthly averages or calendar months. 


INDUSTRIAL PRODUCTION 
index : 

Pen DORON oa sins ek SGLe Rs REARS OES 

Mining and quarrying .............-+ees. 

Building and contracting ............+6+. 

Gas, electricity and water...........ss0e8 


Manufacturing, total 
Engineering, 
WR A cee bdatisenionsteaaee sues 
. es SERIE ss caes kaee why oes one en 
DOCS BUG COUN 6 oc k os cc cekcwwes 
Food, drink and tobacco 


ee ee 


shipbuilding, electrical goods 


BASIG MATERIALS 
Production of : 
Coal (*) 
PAPE oss cance cp en sakscueeeaeenatsswe 
Steel, ingots and castings 


Se POORER EEE eee! 


eee eee eee weer eee 


Ceearhe Oi i os kas osc ake anaes on oeacus 
Newsprint 
Electricity (') 


MANUFACTURING 
Textile production : 


CeO REO eee eee Hee! 


eee ee eee ere wee eee ee ee eeeee 


Carn MONON cask cn tatcemavun nes 
ene SN ak os Vouk ee habokeknabaunies 
Rayon and synthetic fibres, total ......... 

A a os » Staple fibre.... 
Coren: CHE, WROUN oo kc cFicnadusseces 
Wool fabrics, Woven. ....0'.cccccccc veccve 


Engineering production : 
Passenger cars and chassis .............. 
Commercial vehicles and chassis 
Metal-working machine tools 
Internal combustion engines 


ceeeeeerene 
eee ee eeeeeeee 


eee ew eee eens 


BUILDING ACTIVITY 
Permanent houses completed: (') 
Ba Sites cae ae ek Cede AS ba oe 
POE PCV RO IEG so ai ok 5 bee wede eee 
For local housing authorities 
Other 


PERRO EEE eR EEE THEE OHS 


WHOLESALE SALES8(‘) 
Textile houses : 
Total home sales 


Men’s and boys’ wear 
Piece 


Gc TE OE ee Pe Ee OES Le ere 


RETAIL SALE8(*) 

Large retailers : 
All merch: andise 
Clothing and footwear .........c.seccceces 
ERROR CUI 0S inn es sand dhe dens nan 


se eee eee eee eee ee ee eee ee 


independent retailers : 
Clothing and footwear .......sesccececees 
SEOMNOMIN MOOG ig bon sak cs cawesaescedss 


STOCKS 

Basic materials : 
Coal, distributed (*) 
NE 5s wiveckchdbe beck bie skbiwkas soece 
CE oi. 5 is hbap sh luekps 1S eR ae 4 OKs 
I. Li an 6an cde kaaeKeebiedkeunwes 
Newsprint 


Textiles : 
Wholesale houses, total (") ............... 
Large retailers, clothing and footwear (")... 


cee eee eee eee eee eee 


ee POP eRe eee eR eee eee! 


| 


Unit 


li948 = 100 


Weekly 
av. value 
1950= 10) 


BRITISH 


eee e eee ee eeeeseseseeee 


June 5th 


May 22nd 
May 29th 
This week 
April 24th 
World Trade...... 


W=Weekly averages. 


Monthly averages 


1951 


117 
108 
101 
124 | 


121 | 
127 | 
124 | 
134 
116 | 
105 
| 





4,275 
86 


16,115 
640 
113-4 
99-4 
109-9 


129 
106 


(*) Great Britain. (*)} Provisional estimate. 





1952 | 1953 
114 121 
109 109 
103 109 
127 132 
115 123 
127 130 
124 138 
132 151 

99 114 
108 114 

4,332 4,300 
202 215 
310 339 

125-5 | 156-3 

10-32 | 11-60 

5,166 5,459 

14-82 | 17-97 

14-84] 18-40 

23°59 | 34-94 

10-59 | 16-85 
32°5 35-2 
31:5 34°3 
8-62} 11-44 
4°66 4-61 

12-58 | 12-63 
331 311 

19-99 | 26-56 
2°86 5-24 

16-11 | 19-91 
1-03 1-41 

90 95 
90 96 
82 91 
68 66 
117 124 
110 113 
102 110 
9% 94 
109 120 

16,311 | 18,178 
817 1,112 

132-0 50-6 

211-8 66°8 

189-7 | 110-6 

14 89 
92 102 


4,557 
214 
352 


138-3 
11-79 
5,802 


17-70 
17-58 
32°74 
15: 87 


33-9 
10-06 
5-03 
307 


20: 12 


16- 05 
0-87 


112 
83 
94 


72 
113 


13,074 
850 


146-9 
180-5 
183-1 


89 
100 


Feb. | Mar. 


The following list shows the most recent date on which each statistica! pag 


{ppeared, 
OVERSEAS 
Western Europe: .- 

Production and Trade...... june 5th 
British Commonwealth ... his week 
Western Europe : ; 

Prices and Money Supply May 22nq 
po i ree May 29th 


Stocks at end of period. 


1953 
— 
April 
124 118 
115 111 
109 107 
142 131 
126 119 
135 124 
140| 132 
157 147 
122 113 
112 113 
4,522 | 4,365 
216 213 
31! 349 
162-5. 159-0 
12:21 | 11-60 
6,992 | 5,269 
18-24 17-48 
19-09 17-82 
36-29 | 32-75 
17:21! 14-81 
35:3 | 33-8 
36-1) 32-2 
j 
9-62} 11-05 
4-04} 4-19 
13-11 | 14-12 
317 303 
28-73 | 23-26 
4-51| 4-44 
23-16 | 17-70 
1-05 | 1-12 
117| 9% 
126| 101 
104 92 
90 62 
120 118 
104 105 
107 103 
85 89 
113 112 
12,720 | 12,812 
892 966 
149-2 | 165-4 
180-2| 170-5 
164-6 | 158-0 
87 86 
112 112 


(*) Excluding government stocks from August, 1953. 


ashesnbenees April 24th 
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LL 
1954 
Jan. Feb. Mar. April 
LL , 
127 130 | 130 124-1258 
117 118; 118 
“I61} 165) ‘is2 
129| 133 134 
150} 154 | 
“118 |. 
109 109 | we 
4,595} 4,609) 4612) 419 7. 
230 292} 231| 232 ! 
360 357| 365| 368 7 
| | 
174-8 | 166:1| 186-3) 
11-92 | 12-53| 12-16} 
7,122 6,609 | 6.650 | 5,634 
} 
19-80 | 20-05} 20:54) 18-6 
19-27 | 18-19} 20:35) 
37-24 | 34:80) 40-18} 38 
18-68 17-18 19-94} 17-3 
39-1 39:5 | 40-4 382 
| 
13-38 | 14:03 | 14-71) 14% 
5-00 5-06 | 4-87 4-55 
10-09 | 10-94] 13-35) 
330 526 | 
| | 
24-60 | 19-79} 33-71 | 27% 
5-60) 4-73| 7-07] Tol 
17-14 13-97 | 24-54 18 19 
1-86 1:09} 2:10} 20 
| 
53 86 | # 
52 92 | im 
48 69 aon 
46 79 | oe. 
118 115 
99 89 | 
112 99 
90 72 ‘79 
120 115 112 
15,956 | 13,933 | 15,217 | 12,938 
1,086 984; 980/ - 
60-4 60-1) 47-3) 
53-8 87-1| 82:3] 
111-6 | 108-4} 1001) 
} | 
101 118 | 118 ust 
95 114 | rs 
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| PRODUCTION OF FUEL AND POWER ® 
h | = 
k | Coal Crude petroleum Electricity 
— ae 
4 Monthly ges OF lia | : | : | . : ; 
» | calendar ths Australia Canada India | S, Africa | Canada ; Pakistan | Australia | Canada | India \N. Zealand | S. Africa 
| 000 tons million bok i 
kl Ne ee ee ae ea ser ee ese a) r Se ae port } 
ee 973 | 805 | 2,362 1,526 wees ays eg oo 118 | 478 
Bee cecccoeccceewene 1,617 1,153 | 3,025 2,302 646 | 14-7 975 | 5,149 | 517 i | 1,045 
BAT eaeus samme 1,545 1,031 2,987 | 2,362 911 | 15:8 5,457 | 560 ins 1,112 
{ . } j i ! 
063 November...scseses 1,744 1,219 | 2,677 | 2,284 1,008 | 18-0 1,140 5,448 563 282 | 1,123 
December ...ceesees 1,252 1,206 | 3,163 | 2,383 1,063 | 19-0 1,124 | 5,718 | 604 277 | 1,101 
5 a 1,167| 1,134] 2,903| 2,422! 1,067 1,079| 5,634 590 | 266} 1,111 
"February. .+eeseeees 1,464 | 1080; .. | 2,118 1,011 tes ae wee 28} «. 
{ | i 
Apri 
maine PRIMARY PRODUCTION 2 
Copper Rubber | Tin Steel Gold 
24-125: fea Se IN a cars a ‘ 2 oe oon si 
M es or N. oa | | iid | | } 
ths Canada | Rhodesia} Ceylon | Malaya | Malaya | Australia; Canada | India S. Alrica | Australia| Canada | S, Africa 
‘000 tons Eat ese . 000 fine ounces ee 
peli dea ae wae ge Bsa ya sas Baperre | l | ene Py 
bess scsgounos es coche 17-7 | 17-7 42) 30-0) 5-31| 100| 96] 78 | 25] 132-7 394 | 1,013-4 
Me ipcdectsvesteae nee 17:2 25-1 8-0 | 48-7 5°24 | 137 | 275 | 132 103 81-9 | 373 | 983-3 
BB nicisie est gee sas 16-0} 28-4 78} 47-9 | 820) am | 306} 126] 107] 89-7| 339} 994-7 
i | | ! 
oben naka 13-1 | 27-9 | 14-0 | 52-6 | 4-92 | 166 | 273 | 148 | 98 106-6 275 | 1,021:1 
A January .....seceudis 11-9 26°6 | 10-0 49-4 | 5-10 180 | 267 154 108 83-1 293 | 1,015-2 
419 , February ....ccbeeses 13-3 23-2.) 6-3 43:4 | 5-55 152 | 238 | 133 | 108 nis eee 979-7 
|W, Marcl.....csctewsens 21-0 29-6) 45] 42-1] 6-88 NOR aes ES cen es BR oe oe 1,074-2 
SM. Aptll..c....secsbeags ee eee ee EE MR Ch es 2 | 1058-9 
EXTERNAL TRADE © 
Australia Canada India New Zealand Pakistan S. Africa 
Monthly ges or Ree ak eae ee JO EES oso Mi 
end nths Imports | Exports | Imports | Exports | Imports | Exports | Imports | Exports | Imports | Exports | Imports Exports 
mn. {A mn. C$ mn, rupees mn, {NZ mn. rupees mn. {SA 
- 
stugebscss seaman 10-6 | 11-8 56 71 ince eo 4-62 4-76 ca ee 7-97 | 2-71 
(eeddecevenecteanune 87-5 | 55-7 336 363 550 482 22-96 19-98 178-3 167-4 34°83 | 28-02 
Disc ccienen do censenies 42-5 70-9 365 348 wind ina 16:01 19-60 112-6 125-8 35-45 | 26-88 
¢ 
BS, November ......ceees 50-7 | 85-2 351 355 389 487 17-30 15-00 92-1 99-6 33-50 | 29-50 
December... ... ovens 58-7 79-3 338 361 395 | 515 17-50 25-00 131-9 121-1 35-10 | 26-20 
) JADUMY.. ee seenbane 60-4 | 58-0 280 265 398 438 ob 19-00 112-6 118-5 35-10 21-00 
».  FOMUSTY. ... cs caenee 45-7 58-9 293 280 399 | 388 at oa 94-9 98-6 34-80 27-20 
a 67-4 86-8 353 | 321 eee as eee ene eee os 
EXCHANGE RESERVES AND PRICES ® 
Gold and Foreign Exchange Holdings Cost of Living 
ei seas | ‘Ta ee ge Pee tim b> See 4 ee pepe 
Australia | Canada India | Zealand S. Africa | Australia| Canada India | Zealand | Pakistan | S, Africa | Rhodesia 
: "End of period: mn. US dollars 1948 = 100 
SB ee ee ee ee Ben tte cee Riera eae ee eee ner 
8 0 WaeWne 5 0 0 ou ach ie 214 | 220 485 | 41 259 72 66 | 35 72 Sa | 68 | 71 
+60 eNeewe'eeccusnenell 944 1,864; 1,729 120 381 167 121 |} 105 | 128 101 | 126 | 133 
re oo 1,825 | 1,765 204 291 183 120 108 134 112 | 130 | 137 
mbe sevees ans 1,825 1,765 204 291 188° 120 105 138°) lil 130 137 
. Jar waEY + +s ccevecses ies 1,840 | 1,789 207 230 120 | | 111 | 131 138 
ey esc ccengene a 1,860 1,811 235 274 187 | 120 | 112 131 137 
se eat ce 1.833 | 1,828 255 292 120 bes 13a} = 0 
1 | 12,00 Apr ep He} | 300 120 oe | 
’ : | i > 
5 ooo i | i : ' 
3 nde} petroleum production in Canada in 1938 includes natural gasoline. Annual figures of elcctricity production in Australia are for 12 months 
| Tory 136 -\) Of year stated and for New Zealand 12 months beginning April Ist; monthly figures for New Zealand represent about 87 per cent of 
imports, ration. (*) Copper and tin refer to metal production. (*) General trade (including re-exports) except for Canada, which is special trade only, 
114 ane . mene ae except for Australia, Canada and §. Africa which are f.o.b.; exports are f.o.b. Trade for India and Pakistan includes that going by 





id fore ‘res for India are for 12 months beginning April lst of year stated and for Australia and Pakistan 12 months ended June 30th. y. Gold 

bving aes ‘ange holdings are those of the government and central bank ; only figures for Australia include holdings of commercial banks. Cost of 

Hire, akistan is based on 12 months ended March, 1949, as 100; for S. Africa and S, Rhodesia relates to Europeans only and for S. Africa includes 
‘nual figures for Australia are for year ending June 30th, (*) Average -of fourth quarter. 
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Financial Statistics 


EXCHEQUER RETURNS | THE MONEY MARKET | BANK OF ENGLAND kETURNS 


Tue market bid at last Friday’s Treasury = 
bill tender was raised by 4d. to 

£99 11s. 9d. equivalent to a reduction in 
the discount rate of 1's per cent, to 134 per | Jun 


For the week ended June 5th, there was 
an ‘“above-line” deficit (after allowing for 
Sinking Funds) of {32,642,000 compared with 
a surplus of £4,132,000 in the previous week 


——__ 





















































































































; ° 2 | Jones 
and a deficit of £38,982,000 in the correspond-|. Cent; and commercial bill rates later fell ~ 
ing period of last year. This brought the | correspondingly. The average rate of dis- gay sea 1542-6 | 1,624.7 
cumulative deficit to £70,604,000 (484,852,000 | count on all bills fell by Is. 3.72d. to Notes in banking dept... 7 “ae 
in 1953-54). Net expenditure “ below - line uf £1 12s. 11.61d. per cent. Total applications Govt. debt and securities* | 1 ind 
Ge fell by £124 million to £414.3 million, but Seen Saat aps ne os 8} g 
absorbed £13,832,000, bringing the total cumu- | h y k 2 : 414.3. 4 es Gold coin and bullion... | 2-9 a 
lative: deficit: to: £2IRT Aer et tee in seaeleur trees te caih ink at dix cea: Banking Department : | | 
1953-54). : Deposits : 
| sion loan would enable the Treasury to — eee pavtnnedes 16-8} OG | aga 
. s cco 44 4.¢ 
| : | “cut the top off the tender”; in the event | Bunkers. | epee 
ce | Apel, Week | Week | there was an under-allotment of £20 Othners -- oversees verse. 1 | “ena 
i tsti- j dex nm i ‘ane é . Otal ..... Atedbahes thetitsgpe etna 4 65-3 ee f 
£000 | mate, to | to | June| June million. But the market’s high bid secured | securities: r<" 3 | ee 
| 1954-55} June 6, | June 5, 6, } itac Sj i i) 7 Su Government ............. | : 
1953 | 1954 | 1953 | | 9 54 | re eur 8 pel Ge in its allotment pene ans htc | 2} m4 
| om oe I : QUE os ic estee ceasese. 9 re 
| Conditions in Lombard Street have Total ..-esnerereersnssss 5} wg 
Ord. Revenue | ° : Banking department reserve. | 4 4-5 
; Income Tax. .....-|1800,000] 194,772| 175,853] 11,690) 12,163 | been somewhat easier than in recent weeks. AS 
co ee newness fot are +i hee ore : — l, oo On Thursday of last week funds were Propor Ree 14 14-6 l¢ 
2 ILI@S 2.6 04.989 IF, U Z \ » ft 3 . * “ 
Stamps.....++ ‘| “s5'0001 10500! 12100} 900 1600} imdeed in keen demand to finance applica- ee oe — 
Profit S Ts x A E PT ae vo. = es aa omni tions for the new loan, but the authorities Fiduciary cig Bee ey A 1 {1 
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MONEY AT WORK 
IN BRITISH INDUSTRY 


The regular calls of the 
Home Service Insurance Man 


provide much-needed 


capital for investment in 


industry and commerce 


Issued by the Industrial Life Offices 
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BAYERISCHE VEREINSBANK 


Every description of Domestic and 
Foreign Banking Business transacted 


————— 


Munich Office: 14 Kardinal-Faulhaber-Strasse 


Cabie Address: ““Vereinsbank’*’ Phone: 28401, Telex No, 06/3933 


Nuremberg Office: 21 Lerenzerpiatz 


Cabte Address: “‘Bayverein”’ Phone: 27741. Telex No, 06/2217 


Augsburg Office: 37 Maximilianstrasse 


Cable Address: “Vereinsbank” Phone: 4681. Telex No. 067/820 


—— 


Offices and Branches all over Bavaria 
Correspondents throughout the world 


H lts About 
SANWA BANK 


(Authorized Foreign Exchange Bank) 


che Board : 
residen’ : T[ADAOQ WATANABE 
¥2,500,000,000 
IMABASHI, OSAKA 
MARUNOUCHI. TOKYO 
SAN FRANCISCO BRANCH: 
46° CALIFORNIA STREET SAN FRANCISCO 


A complete network of 188 nationwide 
branches and worldwide correspondents 
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BOOKER BROTHERS, McCONNELL AND COMPANY, 


LIMITED 


(Colonial Merchants and Traders, Sugar Producers, Ship-owners and Rum Merchants) 


TRADING DIFFICULTIES LARGELY SURMOUNTED 


POLITICAL TURBULENCE INFECTING INDUSTRIAL ACTIVITY IN BRITISH GUIANA 


NEED FOR FIRM RE-ESTABLISHMENT OF CONFIDENCE 


COMPANY’S RESULTS A BAROMETER FOR POTENTIAL INVESTMENT 


MR J. M. CAMPBELL’S STATEMENT 


The fifty-fourth annual general meeting of 
Booker Brothers, McConnell and Company, 
Limited, will be held in the Library of the 
West India Committee, at 40 Norfolk Street, 
London, W.C.2, on Wednesday, June 30th, 
at 12 noon. 


The accounts were posted to shareholders 
on June 4th, and the following is the 
statement of the chairman, Mr J. M. 
Campbell, circulated with the report and 
accounts : 

For Bookers, 1953 was altogether a most 
anxious and difficult year. A year of falling 
sugar prices, of falling freight rates for our 
shipowning interest, and of more acutely 
competitive conditions for our trading 
companies; all against a darkened back- 
ground of political upheaval in British 
Guiana, 

Nonetheless, from the directors’ report you 
can see that the distributable profits for the 
year (including negligible capital profits) 
were £507,556 after providing £100,000 
against Sugar Estates expenditure unavoid- 
ably deferred by strikes, compared to 
£612,715 in 1952, which included capital 
profits of £161,830 ; net Current Assets have 
increased by £450,000 ; we had over £600,000 
in the bank at December 3lst; and it is 
recommended that last year’s distribution to 
shareholders be repeated—in the form of a 
total ordinary dividend of ls. 6d. per share. 
As the review of operations tells, our sugar 
crop and trading turnover were records 
again ; and rum sales kept pace with the year 
before. 


These results in a hard year pay tribute to 
managers and staff throughout the Booker 
Group much more vividly than can the con- 
ventional phrases of a chairman’s speech ; 
and tribute indeed to our labour force in 
British Guiana who, when the politically dic- 
tated strikes were ended, showed very clearly 
their wish to work and to work well, for in 
December, after all the political alarums and 
excursions, they turned out the most sugar 
that has ever been produced in British 
Guiana in that month. Every shareholder 
will feel a sense of personal gratitude and 
appreciation for the devoted endeavours of 
the management, staff and labour of Bookers’ 
Operating companies. Wages, salaries and 
other employment costs further increased by 
£200,000 during 1953 to reach almost 
£3,500,000, which I am suré you will think 
well earned ; even though the total dividend 
distribution for the year has had to remain 
at about £200,000—a very modest return of 
23 per cent net on the shareholders’ funds 
used in the business. The Group policy of 
the improvement of housing and the develop- 


ment of social services and amenities con- 
tinues unabated. 


BRITISH GUIANA’S NEEDS 


I have heard people silly enough to sug- 
gest that it might have been a good thing 
“ politically ” if Bookers had had a bad year 
in 1953 and had not paid a dividend. Good 
for whom? Not for the shareholders ; not 
for staff and labour whose livelihood depends 
on the continued financial support of share- 
holders and who would obviously choose to 
work for an efficient and presperous business 
rather than a withering one; in truth, our 
labour force must be feeling exasperated that 
they lost more than £250,000 in wages owing 
to futile political strikes that were none of 
their seeking. Certainly not for the people of 
British Guiana who never needed British 
understanding, British interest and British 
money more ; and who cannot expect these to 
be forthcoming unless confidence in British 
Guiana is firmly re-established. I said this 
recently to the Press in British Guiana ; and 
because many shareholders do not see the 
British Guiana newspapers, I quote the 
relevant extract from the Press report. 
(The whole report is reproduced with 
the accounts.) 


“ Describing his visit as a routine one, Mr 
Campbell said he came to hold discussions 
with his colleagues and friends here about all 
Bookers’ affairs in British Guiana—discus- 
sions which he hoped would lead to Bookers’ 
undertakings here becoming even more effi- 
cient and prosperous than they were already, 
thus enabling Bookers even better to fulfil 
their responsibilities to their shareholders, 
staff, labour and the people of the Colony. 
He also greatly looked forward to discussing 
ways and means of improving all-important 
human relations in industry and, commerce 
in British Guiana. 


“ Obviously, he declared, it was very im- 
portant to Bookers’ shareholders, staff and 
labour that Bookers should be efficient and 
prosperous ; but it was also very important 
to the people of British Guiana. In this 
connection he remembered once hearing an 
English Socialist Cabinet Minister say that 
an unprofitable business was an enemy to 
the state. 


PROFITABLE BUSINESS AN ASSET 
TO THE STATE 


“A very profound truth, said Mr Camp- 
bell. A profitable business was an asset to 
the state, generating wealth, employment and 
exports; and paying taxes, without which 
modern government cannot exist. 


“An unprofitable business, on the other 


hand, destroys wealth, creates less and less 
employment, pays no taxes and eventually 
destroys itself. Any employee would choos 
to work for an efficient and profitable busi- 
mess rather than for an unprofitable one; 
and he was sure that the people of the 
country would wish their business under- 
takings to prosper rather than to wither—to 
have businesses of which they can be proud 
rather than ashamed. 


“But at the present time there was an 
even more important reason why Bookers 
should be seen to be a prosperous business. 
In the past, however much the company and 
others interested in the Colony had tried to 
publicise British Guiana, the people in Eng- 
land knew very little of its problems or its 
great potentialities. They very often did not 
even know where it was, mixing it up with 
New Guinea. Now British Guiana had 
suddenly leapt into most unfavourable 
notoriety as the first Communist country in 
the British Commonwealth. 


“ Never had British Guiana needed British 
understanding, British interest and British 
money more, but it could not be expected 
that these things would be forthcoming u- 
less confidence in British Guiana was firmly 
re-established. 


“What investor at the present time if he 
had a choice between investing in British 
Guiana and other countries of the world 
would choose British Guiana ? 


“People would judge British Guiana not 
only by what they read in the Press but also 
on the actual results and experience of exist- 
ing business concerns here, thus Bookers 
might be regarded as a barometer showing 4 
favourable or unfavourable climate for busi- 
mess and pointing the way to potential 
investment. 


PROFITS AND DIVIDENDS 


“ A great deal of nonsense, said Mr Camp- 
bell, was talked about profits. He pointed 
out that the dividends paid by Bookers © 
their shareholders, and _ resulting from 
Bookers’ activities all over the world and not 
only in British Guiana, if distributed among 
the people of British Guiana every yeu 
would just about buy them a bottle of rum 
each; and if distributed among the sug 
workers on Bookers’ estates would only result 
in a wages increase of the order of 5 per cet 
Without dividends there could be no — 
holders’ money any more than there cout! 
be work without wages. Without — 
holders’ money there could be no busils 
activity and no new development. 


“He thought it_would be well for 
people of British Guiana to realise that 
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helping and supporting and encouraging busi- 
sae activity they helped themselves far more 
than anvone else. 


QUESTION OF INVESTMENT 


“ Asked whether Bookers intended to invest 
new development projects in British 
Guiana, Mr Campbell replied that in the past 
Bookers had taken it for granted that what 
was good for British Guiana was good for 
Rookers and that British Guiana’s lot was 
ndiv from Bookers’ ; but, he confessed, 
; ents in the colony had led his 


mone\ 


recent 

nes ind himself to consider whether 
they should mot pause for the time being 
before continuing their established policy of 
investing new money in British Guiana when- 
ever opportunity offered. The directors of 
Bookers owed a responsibility to their share- 
holders and their staff—the fulfilment of 
which wes gravely imperilled by the slightest 
possibility of a repetition of the uncom- 


promising threats to turn the British out of 
the colony which had been made by the 
members of the late Government. In fact, the 
question which he and his colleagues had been 
forced to ask themselves was not whether new 
money should be invested here but whether 
or not the existing investments should be 
maintained.” 


THE AIM OF POLITICAL WOLVES 


It would be wrong to conceal from you 
that your board are worried—very worried— 
about the political future in British Guiana. 
This may bring comfort to the not entirely 
harmless lunatics who preach that Bookers 
doing badly will somehow benefit the 
Colony ; and to those politicians there whose 
highest alm seems to be to overthrow and 
to destroy all that is established, all that is 
creative and constructive, all that is good 
and all that is British in British Guiana, 
in order to achieve for themselves 
personal power in a social, economic and 
political structure utterly foreign to the 
Guianese and bound, I believe, to lead to 
their ruin. 

It must not be thought that we fear 
Guianese nationalism, We want to see, and 
we ate doing all we can to help to bring 
about, the day when Guianese are in charge 
ot their own affairs and masters of their own 
fate; but that is not to say that we must 
help to throw the people to a pack of political 
wolves who wait with slobbering jaws to 
strengthen themselves upon their unsuspect- 
ing prey. Nor do we seek—above all we do 
hot seek—a “ reactionary” Government in 
British Guiana ; we are not so complacent 
as to think that conditions were better in the 
past Or could not be much better in the 


future. To quote from a letter which I 
wrote to the New Statesman and Nation, 
~ _ they were good enough to 
pubdiish : 


“British Guiana is a most imperfect place. 
But its imperfections are of Nature—not 
Britain or Bauxite or Bookers, who are doing 
their best in formidably difficult’ physical and 
pg conditions. The wonder is not 
ce = > British Guiana is not Utopian, 
+a rhs e and production can exist there 
reel + coastal belt lying below sea-level, 
rs ag © environment reclaimed from the 
chalet — technical skills and at huge 
len expense, fighting a Perpetual battle 
ee ee oot and for years against starva- 
able “the ef oe colonial produce—it is remark- 
pit ie abies British Guiana can sup- 
Present a bets population at even their 
cpaead andard of living, low as it is 
*d with more fortunate countries. 


ie tan. to its physical uniqueness there 
large-scai alternative in British Guiana to 
confidence. anned = agriculture. Destroy 
ye teen e, drive out capital and skills, and 

» © nothing but swamps and starva- 


ton 


BRITAIN’S IMMENSE FUND OF GOODWILL 


We would welcome a progressive Govern- 
ment of Guianese for Guianese, a Govern- 
ment able to offer leadership, generate con- 
fidence, harmonise the qualities and the 
aspirations of the African, Indian and other 
peoples there, and create the conditions in 
which Bookers—and other providers of the 
external capital and skills which British 
Guiana will need for many a day—could 
play their full part for the good of all. Such 
a Government, realising the physical 
obstacles to their country’s becoming an 
independently viable economic unit—let 
alone the problems of defence—would 
surely regard it as being overwhelrfingly in 
British Guiana’s interest to remain within 
the British Commonwealth. For there is in 
Great Britain an immense fund of goodwill 
towards the people of British Guiana and 
of other so-called “ backward” or “ under- 
developed ” countries ; a real desire to fulfil 
social and economic responsibilities towards 
them ; and a great eagerness to help them 
to progress and to develop their resources. 
Nowadays Colonial development need in no 
way be identified with Colonial domination. 
But Colonial peoples cannot have it both 
ways ; they cannot clamour to “ go it alone ” 
and, in the same breath, complain that 
Britain is not sufficiently assisting them with 
grants and loans and other enlightened and 
indispensable measures such as the Common- 
wealth Sugar Agreement. Neither, of 
course, can Great Britain have it both ways ; 
she cannot expect statesmanlike and well- 
disposed Governments in these territories, 
and fruitful markets for British exports, 
unless she gives ungrudgingly the economic 
assistance essential to raise their living 
standards. 


Since the suspension of the constitution of 
British Guiana in December last, Govern- 
ment has been carried on by the Governor 
with an interim constitution consisting of an 
Executive and a Legislative Council on 
which all the Unofficial Members are nomi- 
nated. We do not know how long this 
arrangement will last ; nor, of course, do we 
know what changes from the suspended con- 
stitution, if any, the Constitution Commis- 
sion, now labouring, will soon recommend. 
But it is difficult to see what constitutional 
forms or devices can enable honest, truthful, 
progressive politicians of goodwill to woo 
the undiscriminating voter from the quite 
unattainable material promises of politicians 
unencumbered by the truth, who are ready 
to mislead and intimidate him—or her—with 
distortion and misrepresentation of the atti- 
tudes and actions of all save themselves. 





BOARD’S POLICY 


So doubt and uncertainty cloud our. vision 
of the future in British Guiana. But it would 
not be the wish, or the interest, of share- 
holders that we should run away at the sign 
of trouble. Our policy must be, so long as 
politics do not make it economically unjusti- 
fiable and downright imprudent, to maintain 
our businesses in British Guiana as efficiently 
and profitably as we possibly can. All our 
staff will wish to know that shareholders 
wholeheartedly support this policy as long as 
it remains feasible. However this may be, 
your board are keenly aware of the need 
that the Group should continue to build up, 
in the form of profitable interests elsewhere, 
“hedges” against catastrophe in British 
Guiana should the worst come to the worst, 
the forces of evil prevail there, and British 
interests be expelled. We do not believe that 
this will happen, but we must guard against 
its happening. 


BUSINESSES INEVITABLY GIRT ABOUT 
BY POLITICS 


Friendly critics told me last year that. my 
chairman’s statement was “ too political.” I 


al 


am afraid it is more political than ever this 
year. But Colonial businesses, indeed I sus- 
pect all businesses, are nowadays inevitably 
girt about by politics. It is with the political 
environment that we have to come to terms, 
If the Booker Group could operate in a 
vacuum, I could tell you that you had no 
cause for concern, that you could sit back 
and take your dividends in the knowledge 
that your affairs in the United Kingdom, in 
British Guiana, in Central Africa and every- 
where we trade, were efficiently and imagina- 
tuvely managed by as good a team of men 
and women as I believe any business can 
boast—men and women fulfilling with sound 
judgment and with enlightenment their 
responsibilities to shareholders, staff, labour 
and the community. But we cannot operate 
in a vacuum. The world is getting smaller 
and smaller, the problems of one. impinge 
more and more upon all. I think it my duty 
to tell you frankly of the problems, trials and 
difficulties with which we, in Bookers, have 
to contend. 


With the future of British Guiana so uncer- 
tain, let alone the future of the whole world, 
I hesitate to prophesy about our 1954 results ; 
but if the sugar crop does not suffer too badly 
from last year’s interruption of fieldwork or 
from bad weather, and if political turbulence 
does not again acutely infect industrial 
activity in British Guiana, your board can 
hope that the financial results will continue 
to command your confidence in Bookers. 





LICENSES AND GENERAL 
INSURANCE 


A SUCCESSFUL YEAR 


The sixty-fourth ordinary general meeting 
of The Licenses and General Insurance 
Company, Limited, was held on June 9th in 
London. 


Mr Ronald Gilbey (the chairman), - who 
presided, said: 

The year has been a successful one; in 
the life department the quiet progress of 
the previous years continued ; the assets of 
the department being increased by rather 
more than £200,000. 

Nineteen fifty-three was a year in which 
the hazards of a fire department came into 
view, for in the early months insurance was 
presented with the tragedy of the east coast 
and Dutch floods and that surmounted ; “ire 
outbreaks continued throughout the period 
of review more heavily than in previous 
years. However, despite these happenings, 
the year finishes with a quite substantial 
profit transfer of £58,266. 


In the personal accident account an 
increase of income necessitates a rise in 
unexpired risk reserve and creates a debit 
to the account of £9,392, but this result is 
more than compensated by a real recovery 
in the motor account; last year’s debit 
therein being replaced by a useful transfer 
to profit and loss of £22,411. 


In our miscellaneous account—in which 
is covered our original license business— 
plate glass, burglary, public liability and 
other accident risks, the profit transfer has 
been slightly increased this year at £53,685. 


Turning to the profit and loss account, the 
final amount carried forward shows an im- 
provement at £67,336—and this after the 
discharge of increased taxation and an 
increased dividend payment. 

The assets of the company have improved 
this year to £5,244,611. 


The report was adopted and-a final divi- 
dend of 30 per cent, making 45 per cent for 
the year, was approved. 
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ASSOCIATED NEWSPAPERS, LIMITED 


LORD ROTHERMERE’S STATEMENT 


The forty-ninth annual general meeting of 
Associated Newspapers, Limited, will be held 
on Thursday, July 1, 1954, in the Memorial 
Hall, Farringdon Street, London, E.C.4. The 
following is from the statement by the 
chairman: 


ACCOUNTS 


It gives me great pleasure to present this 
year’s balance sheet and accounts, for I think 
you will agree they reflect a most satisfactory 
year’s trading. 

The total profits of the Group before tax 
are £2,765,863, as to £2,091,976 from trading 
and £673,887 from investment income. 
the trading profit increase of £772,000 over 
last year, nearly 90 per cent arises from the 
trading of the parent company. Our income 
from Anglo- Newfoundland Development 
Company at £608,825 has only varied through 
exchange rate fluctuations, and our total in- 
come from this and trade and other invest- 
ments is virtually the same as last year. 

Overall taxation of the Group is up by 
£480,000, having risen from £1,221,204 to 
£1,703,859, although in this year we only 
bear Excess Profits Levy for three-quarters of 
the year. On account of this tax we pay 
£362,000, and I may say we are looking for- 
ward to omitting this item from our accounts 
next year. 

Although current assets show an increase 
over last year, they also show a considerable 
change in make-up. In the first place, stocks 
of newsprint are running at a very much 
lower level—far lower than is normal. 
Whereas last year we had over 13,000 tons 
in stock valued at £700,000, the figure this 
year is only 7,400 tons valued at £390,000. 
This situation is only temporary and short- 
term Government securities amounting to 
£398,000 have been purchased which will be 
available when greater stocks of newsprint 
are due to be paid for. Accounts receivable 
have fallen from the peak figure reached last 
year, due mainly to the realisation of a debt 
left outstanding from the time when Empire 
Paper Mills, Limited, was sold. 


The net profit of the group after taxation 
is up from £655,337 to £887,054, and your 
directors recommend the payment of a divi- 
dent of 273} per cent for the year on the 
deferred shares which will absorb £425,726. 
Of the balance, it is proposed to transfer 
£400,000 to general reserve, leaving the 
parent company’s carry forward slightly 
higher at £567,776. 


SHARE CAPITAL 


From the figure of nearly £8 million shown 
in the parent company’s balance sheet as 
being the net assets of the company, it is clear 
that a large part of the company’s reserves are 
permanently employed in the business. For 
some time this situation has had the con- 
sideration of your directors, for it is clearly 
desirable to relate the share capital more 
closely to the capital employed. It is now 
proposed to achieve this by capitalising suffi- 
ciemt reserves to enable a one-for-two scrip 
issue to be made on the deferred shares. 


In this connection I think I should men- 
tion that the company’s interest in the net 
assets employed in the whole group, includ- 
ing Anglo-Newfoundland Development Com- 
pany, Limited, after eliminating goodwill and 
copyrights in subsidiary companies, exceeds 
£14 million. 


THE DAILY MAIL 


Turning to our actual operations in the 
publishing field, I will deal first with the 


Daily Mail, for that paper is, and will, of 
course, remain the backbone of all our news- 
paper enterprises. The Daily Mail has con- 
tinued to pursue its traditional policy of 
producing an accurate and reliable newspaper 
always in modern journalistic style. This year 
has been notable for the further development 
of the Daily Mail’s own service of foreign 
news, a subject of such high importance in 
the world today. The back page of pictures 
has now been consolidated as a regular feature 
of the Daily Mail, and we are increasingly 
proud of the influence of the “Comment ” 
column, which has appeared on the front page 
since April 16, 1947. 


THE EVENING NEWS 


The Evening News has had yet another 
successful year. It is still the evening news- 
paper with by far the largest net sale in the 
world, and it maintains this position by a 
continuing policy of the highest journalistic 
standards in the presentation of news, pic- 
tures, sport and features. The position which 
the paper occupies in the life of the Metro- 
polis and its family appeal are well exempli- 
fied by the generous response of its readers 
to appeals for worthy causes through the 
columns of the paper. The annual Christmas 
Appeal for Toys for Sick Children produced 
no less than 210,000 gifts this year. 


THE SUNDAY DISPATCH 


In the Sunday field, the Sunday Dispatch 
continued to move from success to success. 
This year it has established a new record, 
for it has increased its net sales for the six- 
teenth year in succession, a record equalled— 
to the best of my belief—by no other news- 
paper, morning, evening or Sunday. 


THE DAILY SKETCH 


You will be eagerly awaiting news of the 
first year’s operation of the Daily Sketch. I 
am pleased to tell you that our annual net 
sales certificate, published in accordance with 
the rules of the Audit Bureau of Circulations, 
for the 12 months ended December, 1953, 
showed net sales of 801,225, which is an 
increase of 143,000 on the sale at the date on 
which we purchased the paper. The net sale 
has continued to rise month by month this 
year, and for the month of March it was in 
excess of 829,000 copies per day. 


THE WEEKEND MAIL 


Last year I told you that this entertaining, 
lighthearted, semi-magazine newspaper, had, 
in the matter of 12 months, increased its net 
sale from 60,000 to no less than 1,500,000 
copies per week. The paper has continued 
to prosper and, in spite of intense competi- 
tion, during one week in the month of April 
the sale actually passed the 2 million mark 


PROVINCIAL NEWSPAPERS 


During the year our Provincial ‘News- 
papers made further headway, and the report 
from each registers an excellent trading posi- 
tion. The appearance of the newspapers 
themselves makes it quite clear that the 
journalistic traditions of editorial freedom 
within which they have operated so success- 
fully through the years is being maintained. 

Although it is not our policy to extend 
further in the provincial field, just after the 
close of the financial year negotiations were 
completed, whereby under an old agreement 
it became possible for us to acquire the out- 
standing shares in News Holdings Limited. 


Heretofore, we had held a 40 pe: ent inter 
in News Holdings Limited, which com a 
owns both the Leicester Me; .,,, and de 
Leicester Evening Mail. Thi: pany Br 
becomes a wholly owned sidiary of 
Associated Newspapers. ne 


NEWSPRINT 

Our newspapers are continu ns: to attract 
a vast flow of advertising, and | am ob! ved 
to say plainly that of all new “rs im the 
country, the impact of news; rationing 
bears most heavily upon those newspapers 
which come under our contro!. Led by the 
Daily Mail, which maintains :: ice as the 
most important newspaper advertising 
medium in the country, each of our papers, 
with possibly the exception the Daily 


Sketch, is being hampered by t ontinuing 
short supply of our principal raw material, 


THE DAILY MAIL IDEAL !iOME 


EXHIBITION 

This year, a national trade dispute, in 
which the exhibition was not directly jin- 
volved and in the solution of w! ve could 
play no part, seriously interfered with the 
erection of the exhibition. However, in spite 
of all difficulties, the thirty-first Daily Mail 
Ideal Home Exhibition opened on time and, 
although the housing section was :!most non- 
existent and the food section erely curs 
tailed, more than eleven acres o nds were 
built and over a million people visited the 
exhibition. 


ANGLO-NEWFOUNDLAND DEVELOPMENT 
COMPANY, LIMITED 


Despite severe operating difficulties created 
by extraordinary weather conditions carly m 
1953, and loss of production due to demands 
by customers for sizes not we!! suited to 
manufacturing facilities, the earnings trom 
newsprint operations were substantially the 
same as the previous year. The drastic drop 
in lead and zine prices accounted for greatly 
reduced earnings from mining interests. The 
drop in pulp prices during 1952 and which 
continued into 1953 was the inevitbdle result 
of the inordinately high prices he yeat 
1951. 

The company continued its prox:amme of 
rehabilitation during the year. ‘The demand 
for newsprint continues good and ‘ic com 
pany’s contract or order position 1s Vey 
satisfactory. 


COMMERCIAL TELEVISION 


You will remember that last year ! referred 
to the development of commercia! ‘clevision 
and I informed you that we had app ied for 
a licence and that it was our intenon, if one 
was granted, to operate a station. [hc Com- 
mercial Television Bill is now before ! arlia- 
ment, and although one cannot s‘) '" pe 
form it will become law, I am sorry to tl 
you that, in my opinion, it may %& 80 
surrounded by restrictions that 1's yperation 
will not be profitable either to adverisers ot 


to programme companics. 


STAFF 


These results, which I think we a all 
agree are most satisfactory, coul’ "0 
course, have been realised but for the loyal 
co-operation and efficient working ©! all . 
staffs, to whom I would like to «xpress 
board’s appreciation and thanks. 
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CENTRAL PROVINCES MANGANESE ORE 


ANOTHER RECORD ACHIEVED 


CONTINUANCE OF WORLD DEMAND 


MR H. 


Tl ixth annual general meeting of 

» ’rovinces Manganese Ore Com- 

any | i was held on June 9th in 

| H. R. Holmes, chairman and 

n ctor, presiding. 

Mi ton, MC (director and secre- 
- notice convening the meeting 

th wrt of the auditors. 

The nan said: 

——Before proceeding to com- 

ment 01 iccounts, 1 would like to refer 

for a nt to the paragraphs in the 

director ort which mention the changes 

| since the last meeting. 


Mr L. H. Bartlett; who died on February 
1 long and distinguished service 
with 1 ipany which he joined in the 
yutumt i908. He became agent and 
ser in India in 1923 and joined 
1947. His long and intimate 

{ India and the mines made him 
ible member of the board, and 
h regret the loss of his advice 


The vacancy on the board has been filled 


by the appointment of Mr W. A. Hardy, 
who first ned the company as a mining 
engineer in 1923, and subsequently became 
agent and general manager in India when 
Mr Bart ame home in 1947. I am certain 
that Mr Hardy, with his long experience in 
India, will prove a very valuable acquisition 
to the board, and I shall presently ask you to 
confirm appointment. 
RECORD RESULTS 

The report and accounts for the year ended 
December 31, 1953 have been in -your 
hands some time, and I propose, 
with your | rmission, to take them as read. 
(Agreed 

In presenting these accounts, it is a source 
of satisfaction that the balance on trading 
account of {3,299,224 again constitutes a new 
record for ihe company. This figure includes 
£270,376 attributable to the increase in value 
of lower le ore stocks. These ores have 
always becn valued on a conservative basis 
but in \ of the imecrease in prices in 
recent years it has become necessary to bring 
their val into line. The substantial 
profits ed during the past year have 
been due the continued demand for our 
ore in th rid’s markets and to the satis- 
factory p prevailing. 

. hs the ice on trading account taxation 
ames Un _large sum of £2,200,000, and 
included his figure is £330,000 excess 
ae tev In the previous year excess 
profits levy was shown ag £425,000, but this, 
vais. | over-provision. At the time 
douche she ee prepared it was 
au a. ur liability. would be at the 
decked uh cent, whereas it ultimately was 
cer on “ should only be subject to 
“6 ncn : S stockholders will know, 
a the end ft 1953.7 ean < wil 
aes 5 ad , so that there will 
current yea, e. See this head for the 





; Of the ‘otal taxation, Indian taxes amount 
0 41,715,000 


obo and, in addition, about 
the cre <)> Paid by way of export duty. on 
“re shipped during 1953, while royalty 













on the ore railed amounted to £214,000, 
making altogether a total of more than 
£2,800,000 paid in India. Furthermore, the 
very large sums spent on railway and port 
charges, wages, welfare and the purchase of 
machinery and stores in India, all contribute 
considerably to the Indian economy. 


On the debit side of the profit and loss 
account, depreciation of fixed assets, at 
£69,537, is much higher than the previous 
year’s figure of £38,996. This is owing to 
the substantial expenditure we have made 
in recent years on plant and machinery, and 
buildings, on which we now have to provide 
for depreciation. 


Your directors recommend that the sum 
of £200,000 be transferred to general reserve 
which will raise it to £700,000. I feel sure 
that you will appreciate the prudence of this 
allocation, which is consistent with our 
policy of providing from our own reserves 
the large sums necessary for machinery for 
our mechanisation programme which has so 
far been successful and encouraging. 


CAPITALISATION PROPOSALS 


As you know, at an extraordinary meeting 
to be held immediately after this present 
meeting, it is proposed to capitalise 
£500,000 which will thus reduce the general 
reserve to the sum of £200,000. Stock- 
holders should not assume that the proposed 
increase in capital is any indication whatso- 
ever of any increase in the amount to be 
paid by way of dividend. 


An interim dividend of Is. 9d. per unit 
free of tax, was paid on October Ist last, and 
your directors now recommend that a final 
dividend of 2s. 6d. per unit, free of tax, plus 
a bonus of 2s. 9d. per unit, free of 
tax, should be paid, together absorbing 
£700,000. This will leave £232,294 to be 
carried forward, as compared with £192,604 
brought in. 


BALANCE SHEET FEATURES 


Turning to the balance sheet, you will 
notice that the investments and cash held on 
behalf of the staff benefit fund ‘have been 
shown separately and not, as previously, 
included in current assets. 


Proceeds outstanding on ore sales were 
£686,824 as compared with £913,784, the 
decrease being due to the smaller number of 
shipments afloat on December 31, 1953, than 
in the previous year. 

British and Indian Government securities 
were {1,570,953 as compared’ with 
£1,476,483, and I am very pleased to be able 
to say that the large depreciation im the 
market value of these securities as at Decem- 
ber 31, 1952, was almost eliminated - at 
the end of December last year. Since then 
there has been further improvement in 
the market value, which is now higher than 
the cost. 


DIRECTORS’ VISIT TO MINES 


Earlier this year two of your directors— 
Major Herring and Mr Hardy—visited the 
mines in India, and previous to this the late 
Mr Bartlett had also inspected the mines. All 
the properties were thoroughly inspected and 


R. HOLMES’S REVIEW OF OPERATIONS 


several outstanding problems were settled. 
They submitted full and informative reports 
to the board, and it- is certain that these 
periodic visits to the mines by members of the 
board are of the utmost value to the company. 
Generally speaking they found the mines in 
good condition. 


Last year I referred to the heavy media 
separation plant which we were then install- 
ing at our Dongri Buzurg Mine to extract 
ore from the old dumps at that mine. The 
erection of this plant was completed early 
this year, the opening ceremony being pre- 
sided over by Pandit Ravi Shankar Shukla, 
chief minister of the State of Madhya 
Pradesh, and performed by Dr S. S. Bhatma- 
gar, FRS, Secretary, Ministry of National 
Resources and Scientific Research, Govern- 
ment of India. At the moment, however, the 
operation of the plant is restricted by shortage 
of water owing to the water table of the dis- 
trict being unusually low due to a succession 
of poor monsoons in recent years. This year’s 
rains, however, are expected shortly when we 
shall be able to run the plant fully. 


With regard to diamond drilling, in 1952 I 
informed you that the drilling plant had been 
transferred to our Kandri Mine, Since then 
three holes have been sunk, which have 
proved the bed at a depth of 480 ft. below 
plain level, and the quality of the ore bed at 
that depth is similar to that in the upper 
workings. Diamond drilling is also proceed- 
ing at our Tirodi Mines. 


A wage agreement was reached between 
the company and the trade union during the 
year, and relations with our labour remain in 
a very satisfactory state. The health of our 
labeur force in India continues.to be good, 
and constant attention is being given to 
housing, sanitation, water and to the control 
of malaria. 


CURRENT YEAR’S PROSPECTS 


You will no doubt wish me to give you 
some indication of the prospects of the 
current year’s trading. While there has, no 
doubt, been a falling off in the demand for 
low grade ores, the demand for our ore in 
the world’s markets continues, and I think 
I may say that, unless something unforeseen 
arises, the prospects for the current year are 
satisfactory. 


I am glad to state that our relations with 
the Government Authorities in Delhi and the 
State Government in Madhya Pradesh con- 
tinue on a satisfactory basis. 


TRIBUTE TO STAFF AND AGENTS 


Again I have pleasure in acknowledging the 
excellent work of the staff, both in India and 
in London, and also of our shipping agents 
in India, Messrs James Finlay and Company, 
Limited. I am sure that they. will 
appreciate the thanks of the stockholders 
which, with your approval, I propose to 
convey to them. 


I now beg to move: “ That the report 
of the directors and statement of accounts 
as at December 31, 1953, be and are hereby 
approved and adopted, and that the profits 

recommended 


be appropriated as by the 
directors.” I will ask Major - ing to 
to 


second the motion, and before putting it 


. 
. 
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the meeting I shall be glad to deal with any 
questions which stockholders may wish to 
ask. 


Major A. C. Herring, VC, ACA, seconded 


the resolution, which was carried unani- ARSM, BSc, Mr A. Linton, MC, and Mr At a subsequent extraordinary genera 
mously. H. R. Holmes, were re-elected, and the meeting the capitalisation proposals oe 
The board’s proposal of a final dividend remuneration of the auditors, Messrs W. A. approved. 





THE BOWATER PAPER CORPORATION LIMITED 


MEETING OF FIRST DEBENTURE STOCKHOLDERS 


SIR ERIC VANSITTART BOWATER’S ADDRESS 


At the meeting held in London on June 3rd, 
Sir Eric Vansittart Bowater, chairman of the 
Bowater Paper Corporation, who presided, 
said: 


This is the first opportunity that I have 
had of meeting our debenture stockholders, 
and I extend to you all a very warm and 
cordial greeting. I much appreciate that so 
many of you have taken the trouble to turn 
up ; I can assure you that your presence here 
is very welcome. It may well be that I have 
already had the pleasure of meeting some of 
you before at our annual general meetings 
in your capacity as shareholders in the Cor- 
poration, for the offering of the debentures 
you now hold was originally made in 1947 to 
our then existing stock and shareholders, and 
I am proud of the fact that more than 4,000 
of them took up the stock that was then 
offered to them. 


At the end of this meeting I hope that you 
will stay and join myself and my colleagues 


in a cup of tea, and, if you care to, 
that you will take the opportunity this 
presents of. talking over with us any 


aspect of our affairs that may be of particular 
interest to you. 


This meeting has been called to consider 
the amendments we propose to make in the 
terms and conditions on which the first de- 
benture stock of the Corporation was issued, 
and I will endeavour to give to you as clearly 
and concisely as I can the reasons why 
we are now seeking your consent to these 
alterations. 


IMPROVED FINANCIAL AND 
COMMERCIAL CONDITIONS 


The stock you hold was issued in 1947 
when conditions, both financial and commer- 
cial, were entirely different from those ruling 
to-day. Financially, we were then still in 
the era of cheap—I might say ultra-cheap— 
money, which was the policy of the Govern- 
ment of that day, and commercially our 
industry was still suffering severely from the 
adverse effects of the late war; indeed, in the 
case of our own paper mills in this country 
the basis of operations at that time was only 
some 40 per cent of our then productive 
capacity. How different are current condi- 
tions from those then prevailing ; the money 
market has regained a large measure of free- 
dom, once more it would appear that the Bank 
rate is being allowed to function as it was 
always intended that it should, and the indus- 
tries in which we are engaged are operating 
to capacity and, in common with other indus- 
tries, enjoying a substantial measure of 
prosperity. 


It has long been my practice to have copies 
of my address at the annual general meeting 
sent to all our debenture holders—I have 
done this despite the fact that there is no 
obligation on our part to do so, because I do 
like those who have a stake in the Bowater 
Organisation to be kept as fully informed as 
possible. The accounts which are also sent 





of 2s. 6d. per unit, free of tax, and a bonus 
of 2s. 9d. per unit, free of tax, was also 
approved. 


The retiring directors, Mr W. A. Hardy, 


to you will have made you aware of the 
strong financial position of the Bowater 
Organisation and of the material changes that 
have taken place—much I suggest to the 
advantage of the debenture holders—in our 
affairs, both financially and in productive 


capacity, since the debentures were first 
issued in 1947. You may also have noted, 
with, I imagine, some satisfaction, my 


remarks at our recent annual general meeting 
in regard to the very large sums of money 
we have spent since the war and are spend- 
ing, here and overseas, in the development 
of all our properties ; the total amount, might: 
I be allowed to remind you, was the impres- 
sive figure of £45 million, of which no less 
than £21 million has been or will be provided 
out of our own resources. I repeat this to 
you today because I believe it is of impor- 
tance to you and because it is an achievement 
of which we are all truly proud. 


The Bowater Organisation, as you will 
know, is essentially international in character 
and something more than a half of its 
assets from which the larger part of its 
aggregate earnings is derived are situated 
overseas. 


DEVELOPMENTS IN NORTH AMERICA 


The development of the organisation both 
in the United Kingdom and overseas has in 
recent years been remarkable, particularly in 
North America where the greater part of our 
overseas interests lie. These interests include 
the important pulp and paper mills in the 
Canadian Province of Newfoundland owned 
and operated by Bowater’s Newfoundland 
Pulp and Paper Mills Limited, and the great 
new pulp and paper mills now in the process 
of coming into operation in Tennessee 
in the southern United States, which 
are owned by Bowaters Southern Paper 
Corporation and were erected by that com- 
pany at a cost, including working capital, of 
$60 million. 


These interests, together with The Bowater 
Paper Company, Inc., the company which 
acts as the distributing medium for the pro- 
ducts of the Organisation on the North 
American continent, are administered and 
controlled by us through The Bowater Cor- 
poration of North America Limited whose 
headquarters are in Montreal and which now 
owns the whole of the equity capital in the 
three companies to which I have just 
referred; the whole of the capital of 
the North American Corporation is, of 
course, in turn, owned by the parent 
corporation. 


The financing of any further developments 
by those companies or the acquisition of 
other interests in North America would 
necessarily be in dollars, and clearly would 
best be dealt with through the medium of 
the North American Corporation. I do not 
wish to give the impression that we have any 
major projects of this kind under immediate 
contemplation, but the continued immense 
growth of the United States and Canada, both 
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Browne and Company, having been fixed th 
proceedings terminated with a vore of thank, 
to the chairman, directors and the staff both 


at home and abroad. 


in population and industrially, aifords to the 
industries in which we engaged 
immeasurable opportunity for healthy and 
economic expansion and accordingly we 
envisage the possibility—indeed the likelihood 
—of further development and expansion in 
those countries ; moreover, such opportuni- 
ties may present themselves unexpectedly 
and at short notice and, in such an eventu- 
ality, we would want to be in a position 
to take advantage of them as and when they 
arise. 


To assure to the North American Corpon- 
tion the necessary financial freedom and flexi- 
bility to arrange for the financing of any 
further developments or opportunities that 
may arise profitably to expand its interests it 
is desirable that its assets, including its hold- 
ing of the common stock of Bowater’s New- 
foundland Pulp and Paper Mills, should be 
free and unencumbered and accordingly we 
seek your consent to release that stock from 
the specific mortgage or charge granted in 
favour of the trustees for the first debenture 
stock that you hold. 


OUTSTANDINGLY STRONG POSITION 
OF DEBENTURES 


My colleagues and I consider that this is 
far from being an unreasonable proposal, par- 
ticularly having in mind the nature of the 
information I gave you in my Circular Letter 
of May 15th last, and more particularly in the 
seventh paragraph of that letter, and the out- 
standingly strong position of the debentures 
in relation to their cover, both in respect of 
principal and interest, that has resulted as 2 
consequence of the substantial sums that 
have been ploughed back into the business 
out of profits and the large amount of new 
capital introduced since those debentures 
were first issued in 1947 and, may I empha- 
sise, the truly remarkable increase in the net 
assets and the greatly enhanced earning 
capacity of the business that has occurred 
since then. 
debenture 


In these circumstances, our 
{i afford to 


holders can, in my opinion, we! 


relinquish the specific charge over the 
common stock of Bowater’s Newfoundland 
Pulp and Paper Mills ; clearly, though 1 5 
reasonable for them to expect some consider 
tion for doing so and, indeed, in my belief, 
they are entitled to such consideration, and 
that is why we are now offering them a 
additional one-half of one per cent Pe 


annum. 


In some quarters I have seen the hight 
rate of interest we now offer described : 
generous—by one commentator 4S hand, 
some ; if this is the case, I am glad it sho 
be so for, as I earlier said, the vast majority 
of subscribers to these debentures were vt 
own stock and shareholders and | «!ways tl 
that they are entitled to the most inven , 
consideration, more particularly pers? 
having regard to the very high degree 
goodwill and loyalty they have always ol 
played towards the Corporation and the re 
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se they invariably accord to our appeals 






coy ont for additional capital for the develop- 
ment of our great enterprise. 

I should perhaps also mention that this 
- -eocod pate of interest is in future to be 
a ' to the sinking fund contributions 
th ceive increasing to some extent the amount 
of stock to be redeemed each year. 

From the point of view of all concerned, 
the interests of the business itself are para- 
mourn! nd anything that might hamper its 
proper development or defeat or delay its 
ator , and expansion is, I am sure you will 
agree, ndesirable. I am convinced that 
sooner or later great opportunities for the 
further profitable development of our 
intere ts in North America will present them- 
selves and, in my opinion, it is vital that we 
should be ready and able to take full advan- 
taze of such opportunities when they occur 
and in my view, ‘which I believe you will 
share, it is also in the best interests both of 


the corporation and of its debenture holders 
that this should be so. 

In conclusion may I say that it is gratifying 
to us in the extreme that such a very substan- 
tial number of our debenture stockholders 
should have seen fit to support the proposals 
that we are here to consider today by sending 
us their proxies in favour of the resolution. 
These proxies represent more than 59 per 
cent of the total debenture stock outstand- 
ing, and we regard it as a high compliment 
that they should in this way have again dis- 
played their confidence in us and in our 
judgment. 







The resolution submitted to the meeting 
was carried by an overwhelming majority, 
the result of the poll being that 1,833,198 
votes were recorded in favour and 4,031 
against. 


INTERNATIONAL PAINTS 
(HOLDINGS) 


TECHNICAL EFFICIENCY OF 
ASSOCIATE COMPANIES 


The forty-sixth annual general meeting of 
International Paints (Holdings) Limited will 
be held on June 29th in London. 


The following is an extract from the circu- 
lated statement by the chairman, Mr C. R. 
Petrie, for 1953: 

The inland division of International Paints 
Limited, handling the home decorative and 
industrial sales, made gratifying progress, 
our “inter-light” emulsion paint finding 
considerable favour among specifying autho- 
mites and decorators, We have made pro- 
gress especially on the industrial side and 
in recent months we have devoted consider- 
able effort to the development of our superior 
finishes based on epoxide resins. We have 
long recognised the importance of technical 
sales service, and during the year calls made 
on our service staff show an ever increasing 
appreciation of the special facilities for after- 
sales supervision which we offer to all users 


ot “International "services which include 
= gaa relating to plant lay-out, speci- 
‘cations and methods for efficient surface 
Coating sy 


train; stems, colour schemes and designs, 
‘aining of customers’ personnel, etc. 


ap iuferred last year to the retail trade and 
oa : marketing of Selectatint.” This 
june scheme was well received by 
a, ton the public alike, and it has 
dina ge a name well spoken of in 
ars _ in which we have chosen to 
efforts; = Dromace We shall continue our 
recognisir ‘he retail market, although fully 
os ing that in better times householders 


~ We public i 
skilled painter, generally will look to the 


ROLLS-ROYCE LIMITED 


ALL BRANCHES CONTRIBUTE TO RECORD ACHIEVEMENT 


LORD HIVES ON THE STEADILY INCREASING DEMAND 


The forty-seventh annual general meeting 
of Rolls-Royce Limited, will be held, on 
July 7th, at the Midland Hotel, Derby. 


The following is an extract from the circu- 
lated statement of the chairman, The Rt Hon 
Lord Hives, CH, MBE, LLD, DSc.: 


The accounts reflect the increased activity 
which prevailed throughout 1953 in ail 
branches of our organisation. The turnover 
of the group reached a new higl. level. 


_ It is also satisfactory to record a further 
increase in our revenue from royalties ; 
almost all of this comes from our foreign 
licensees. 


Our capital reserves have again been 
increased by sums received from the sale of 
licences. 


FUTURE CAPITAL REQUIREMENTS 


The steadily increasing demand for the 
company’s products both at home and abroad, 
particularly in the aero engine field, calls for 
a corresponding increase in working capital. 
In addition there must be a continuing pro- 
gramme of capital expenditure in order to 
ensure that the company’s engineering facili- 
ties are kept abreast of the latest technical 
developments. 

Your directors are therefore proceeding 
with plans for the issue of £4 million of 4 per 
cent debenture stock, redeemable 1974-84. 
The arrangements will include preferential 
treatment for existing stockholders. 


Your directors have also decided to recom- 
mend that the issued capital of the company 
should be brought more in line with the 
capital employed, and to achieve this they 
propose an issue of shares credited as fully 
paid in the proportion of one share for every 
£2 of stock already held, thus raising the 
issued capital of the company to £6 million. 
It is considered desirable at the same time 
to increase the authorised capital of the com- 
pany to £10 million, although there is no 
immediate intention of making any further 
issue. 


GENERAL REVIEW OF 1953 


The outstanding commercial achievement 
of the year has been the substantial increase 
in business done for customers other than 
the British Government. This business 
amounted to {£21 million, and in exports 
alone our turnover rose to more than {ll 
million—nearly double any previous year. In 
addition, the level of our order book has been 
well maintained, and there are many promis- 
ing inquiries. 

AERO ENGINES.—The task of re-deploying 
our resources following the somewhat drastic 
revisions of government requirements late in 
1952 was carried through smoothly and in- 
volved close co-operation with the other com- 
panies in the Avon Group—The Bristol 
Aeroplane Company Limited, D. Napier and 
Son Limited, and The Standard Motor 
Company Limited. Our relations with these 
companies have been most satisfactory, and 
it is gratifying to us that they have been able 
to manufacture our engines without serious 
difficulties. 


In addition to the production of many 
marks of Avon engines, including the RA.14 
with a thrust of 9,500 Ib., no fewer than five 
other types of engine were being made in 
production quantities. 


The Canberra aircraft, fitted with Avon 


engines, is now well established in squadron 
service with the Royal Air Force. We are 
building up a fund of experience on this 
engine which is of great value to us in our 
continuing development for both military and 
civil purposes. 


The Vickers Viscount, in which our Dart 
engines are installed, is building up a first- 
class reputation with the travelling public. 
These aircraft have now been ordered by 
twelve different operators, and the world-wide 
interest which is being shown in this aircraft 
augurs well for further orders for propeller 


. turbine engines. 


The development of the Conway’ engine for 
operation over long distances has gone on 
steadily, and this engine is scheduled for in- 
Stallation in the four-engined Vickers-Arm- 
strongs aircraft, the V.1000, which is a mili- 
tary transport. 


We have a large stake in civil aviation both 
as it exists today and in future projects. 
The useful experience which we are accumu- 
lating on the operation of propeller turbine 
engines in airline operation points the way 
for still further development of this type of 
engine, and we are already well advanced in 
being able to offer improved specifications 
which we believe will be of world-wide 
interest to aircraft designers. 


MOTOR CARS 


The year has seen still further develop- 
ments in the design and specification of our 
cars which have helped to consolidate the 
prestige we enjoy in the motor industry. The 
most important of these developments is 
probably the availability of the fully automatic 
gearbox on all models, both at home 
and abroad. The boxes are completely 
manufactured in the Crewe factory under 
licence from the General Motors Corporation 
of America. 


During the Ear!l’s Court Motor ‘Show the 
Silver Dawn was made available to the home 
market. This model had previously been 
reserved for export. Being considerably lower 
priced than coach-built cars, and also smaller 
in size, it is particularly suitable for the 
owner-driver. 

The Division continues to develop and pro- 
duce the “ B ” range of petrol engines. Many 
thousands of these are now in the service of 
the Army and elsewhere, and are giving ex- 
cellent service. 


Reviewing overseas activities, Lord Hives 
states: It is interesting to record that our 
products are in use in 39 countries. 


CONCLUSION 


It is just 50 years ago since the first 
meeting between the Hon C. S. Rolls and 
Henry Royce which led to the formation of 
our company. Our history has been one of 
unbroken progress in technical achievement. 
Those of us who were priviléged to know 
and work with these men would want to 
acknowledge how much of the company’s 
success can be attributed to continuing to 
practise to the best of our ability the prin- 
ciples which we learned from them. 


T have been fortunate in being able to pre- 
sent in this report a picture of continuing 
expansion, particularly in connection with our 
aero engine business. We believe that we can 
foresee for some years ahead a steadily in- 
creasing demand for the company’s products. 


AEN Hh OUST ARR URE SOR TY 
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DAVIS AND TIMMINS 
CURRENT TRADING IMPROVEMENT 


The fifty-fifth annual general meeting of 
Davis and Timmins, Limited, was held on 
June 8th in London. 

Mr F. Le Neve Foster (chairman and 
managing director) presided and in the 
course of his speech said: 

The trading profit and other credits on the 
consolidated profit and loss account, which 
include an excess profit levy refund of 
£16,506, amount to £145,951, as compared 
with a figure of £333,247 for the previous 
year, while the net profit, after depreciation, 
directors’ emoluments, Management services 
and taxation, amounts to £47,704 compared 
with £97,912 for the previous year. 

I can say now that the results before you 
reflect a more favourable picture than might 
have been expected from the adverse con- 
ditions which we have suffered. At the end 
of the year there were definite signs of a 
return to more stable and normal conditions, 


The directors recommend a final dividend 
of 15 per cent and a cash bonus of 5 per cent 
on the ordinary share capital, making with 
the interim of 5 per cent already paid, a 
total distribution of 25 per cent on the issued 
ordinary share capital. 


On the consolidated balance sheet, fixed 
assets of the group show an increase of 
£37,053 representing in the main the addi- 
tions to plant after writing off depreciation, 


The total of capital and revenue reserves 
(excluding future income tax which we are 
treating as a separate item) shown in the 
group balance sheet is, therefore, £441,847 
compared with £367,559 at the end of the 
previous year, a nice increase of £74,288. 


The downward trend of metal prices con- 
tinued during the early part of the year, but 
gradually prices became more stabilised and 
tended to rise, and a greater feeling of con- 
fidence among buyers became apparent 
which was evidenced by a considerable in- 
crease in orders and enquiries in the las 
month or two of the year. ; 


We have continued to improve and 
strengthen our sales organisation and have 
successfully entered new fields related to our 
trade. Emphasis was placed upon an ‘€xten- 
sive advertising campaign for our stock pro- 
ducts and this, coupled with greater repre- 
sentation in the field, was responsible for a 
large number of new accounts being opened 
during the year. We are continually plan- 
ning to increase the market for our stock 
products. In pursuance of this policy we 
are now building a new depot for housing 
branch, to replace our 
premises there which have proved inadequate 
to cope with the increasing business at that 
branch. 


It is particularly gratifying that the volume 
of our stock sales is now running at a higher 
level than at any time in the long history 
of the company. 


We have now developed an “ex stock” 
service which in our range of products is, 
I believe, both in size and efficiency, second 
to none in the country. The facilities for 
service which we are able to offer to the 
engineering industry are unique in the trade 
and now that we are im a position to give 
prompt deliveries from stock, we have every 
reason to look for a growing volume of busi- 
ness in this department. 


I am glad to be able to report that during 
the last six months there has been a steady 
improvement in trade, and, although com- 
petition remains extremely keen, we have 
today a substantial order book with a record 
number of machines in production. 


The report was adopted. 
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SUEZ CANAL COMPANY 


FUNDAMENTAL ROLE 


The annual general meeting of the Suez 
Canal Company was held on June Ist in 
Paris. 


M. Francois Charles-Roux, the president, 
in the course of his speech said: 


During the past financial year Canal traffic 
continued to increase. It did so in 1953 at 
an even greater rate than in 1952, and this 
applies to both the number of transits and 
the tonnage on which dues are assessed, but 
the increase has been greater on the tonnage 
than on the number of ships. 


As it was at the end of 1953, Suez Canal 
traffic, totalling 12,731 transits and 92,905,439 
net tons, puts our great transit port of Port 
Said ahead of all European and American 
ports and gives it the lead among the 
busiest. 

This fact brings out forcibly the exceptional 
importance of the waterway in your com- 
pany’s concession and the fundamental part 
it plays in world economy. This is also an 
achievement in which your company may well 
take pride. 


The larger volume of traffic has naturally 
brought about an increase in receipts and in 
expenditure. The past financial year does, 
in fact, show a considerable increase in 
receipts over the previous year and, in spite 
of substantially heavier expenditure, an appre- 
ciable increase in net profits as compared 
with 1952. 


TRANSIT DUES 


This last-mentioned increase in net profits 
is the reason why your directors decided to 
make a reduction in transit dues for the 
benefit of users of the Canal. For its own 
good and for yours, your company must levy 
only moderate transit dues and so be able to 
point out that these dues yield considerable 
receipts solely because they are paid by an 
increasingly large number of ships of ever 
larger tonnage. 


Nevertheless, your board thought it advis- 
able this time to stress the provisional nature 
of this reduction—as of all reductions for that 
matter—by specifying that the new rates were 
to remain in force for only one year, after 
which your board would consider whether to 
maintain or cancel the reduction. Your board 
took this course because it has every reason 
to expect to have once mofe to sanction 
extensive, and therefore costly, new works. 


It goes without saying that such a large 
increase in transits, tonnage and draught of 
vessels cannot take place. without repercus- 
sions on the state of the Canal. The meeting 
which will be held in November, 1954, by 
your International Advisory Works Com- 
mission will provide us with the final data 
we need to make up our minds on the kind 
of ee demanded by present-day 
traffic. 


If we have not raised the dividend more 
substantially it is, first of all, to enable us 
to appropriate out of the available balance, 
the amounts necessary to endow essential 
reserve and contingency funds, in the second 
place, to keep the dividend within the limits 
of distribution commonly accepted for the 
remuneration of capital invested in an inter- 
national public utility, and, lastly, to con- 
form with the prudent policy characteristic 
of the French management of big under- 
takings. We are, of course, regarding as an 
essential part of your assets the remaining 
fourteen years of operation guaranteed to you 
by the Act of Concession. 


Results for the first five months of 1954 
completed yesterday show an even sharper 
rise in traffic than in 1953, with the same 


IN- WORLD ECONOM\ 


feature, that is, a greater incr: tonnage 
than in the number of ships. 


DIRECTORS’ REPO 


- The following are extracts | 
tors”. report: 


The great international pub Se with 
which your company is ent: been 
discharged during the year | " 
satisfactory manner. 


Your board decided in A y red 
transit dues which had remai: ’ 
for three years. It has bee: 
however, that. the new rates a: 
force for only one year, chiecfl\ 1use 
large scale works which wil! € to be 
undertaken shortly. 

In spite of the inevitable in > in ex 
penditure, the financial year review 
today shows a large surplus wh to follow 
the customary prudent policy of your com- 
pany, we propose should be u 


* direc. 


1, for the 


greater part, tO constitute provision and to 
increase reserves, and, in a smaller measure, 
to raise the dividend. 

The maximum authorised draught, which 
has remained at 34 ft. during 1953, was 


reached by 38 oil tankers totalling 67 transits, 
as against 25 vessels and 48 transits in 1992. 
In spite of unremitting efforts, sustained for 
the fifth consecutive year, the deepening of 
the Canal by 20 inches provided for in the 
7th Programme of Improvements, is only 
being achieved slowly because work is 
hampered by the large amount of silting 
taking place. To lessen the effects of erosion, 
transit arrangements have recently been 
altered. We must expect to have to launch 
a programme of important works early next 
year to meet the present increase in traffic 
which, according to most reliable investiga- 
tions, will continue for several yea: 


The volume of traffic reached new high 
levels in 1953. With 12,731 transits and an 
aggregate of 92,905,000 tons net Suez 
measurement, traffic has increased by 7.9 pet 
cent as compared with the previous year, 
the greater part of this increase being due 
to oil tankers. Among the Merchant Navies 
of the world, the British, Liberian, Pana- 
manian and French have contributed the 
most to the increase. 


THE ACCOUNTS 


Total receipts in 1953, including receipts 
in respect of past financial periods, : mounted 
to Frs. 30,853,530,514, an increase of 
Frs. 2,474,048,952 over the previous yeaf. 
Expenditure for the year amounted © 
Frs. 13,986,305,004. After deductin: interest 
on and redemption of capital, and «xpendi- 


ture in respect of past financial p< rds, the 


surplus comes out at Frs. 15,447,(93,252. 

Transit receipts have improved 8 per 
cent from one year to the other. 

To the surplus of Frs. 15,447 
to be added Frs. 91,500,805 br 
ward from the previous year, so ‘hat the 
total sum, ‘on the distribution which 
you will have to decide, amounts © 
Frs. 15,538,594,057. 


We propose that the following 
tions be made out of this sum to 
ing provision accounts: deprec 
renewal of plant, Frs. 1,000 m 
amount being justified by the 1a 
already placed ; depreciation and 
buildings, Frs. 300 million ; insurnce . 
contingency funds, Frs. 800 mi! .0n. 9068 
also propose the allotment of [s. “* 
million to reserve for new work, having 
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» the statement already made on a 


See ng big additional programme of 
impro nt works ; finally, we would allot 
Frs. | million to extraordinary reserve. 
Aft ese various allotments, a sum of 
Frs, 10,438,594,057 will remain available. 
Tt ribution proposed to you, and 
whicl ounts to Frs.  10,422,535,211, 
woul e a balance of Frs. 16,058,846, 


whicl cain invite you to carry forward. 
TI osed distribution would corre- 
sp cross dividend of Frs. 9,250, to 
aa be added, im the case of capital 
statutory interest for 1953, 

to Frs. 1,429.28. 


The eport, in French, will be sent on 
) the company at 6 Bishopsgate, 
; 


ROLLS RAZOR LIMITED 


The ty-sixth annual general meeting 
of Re »r Limited was held on June 4th 
at Cr 0d Broadway, London, N.W., 
Mr A. Colin Kingham, chairman and 


manag rector, presiding. 
The ving is an extract from his circu- 


Dur the year, sales of 


the Rolls 
Razor were lower than in 1952, neverthe- 
less higher than in any year prior to the war. 
The reduced production resulted in increased 
costs which were further added to by wage 
increases which affected all our products 
throughout the year 1953. Price adjustments 
have been made in the current year to meet 
this situation tO some extent, but since the 
new prices were introduced further wage in- 
creases for men and women have taken place. 
Unexpected costs due to research, develop- 
ment and promotion of the Viceroy Dry 
Shavers continued throughout the year, 


but have been written off as they occurred. 


The decrease in sales of the Rolls Razor 
was, however, largely compensated by an 
increase in the sales of our Viceroy Dry 
Shavers which, unfortunately, did not show 
as high a percentage of profit. 


Viceroy Eleetric Dry Shavers are to- 
day among the best in the world, and 
we are now established in an industry which 
is increasing rapidly and having a consider- 
able effect on other methods of shaving. 
Competition is very keen for the English and 
World markets, and as the dry shaving habit 


= it will undoubtedly become keener 
stil, 


In spite of these facts, our view is that 
the best and most economical shave is with 
the Rolls Razor used with Rolls Razor 
Shaving Soap, but the Viceroy Dry Shavers 
being made with such precision and attention 
to detail cause no face irritation and can be 


used alternately with a Rolls Razor, if 
desired, 


_ Taking the long view, we have confidence 
in the future and our ability to continue pro- 
ducing the best in razors and dry shavers, 
with, we hope, better financial resuits_ for 
shareholde; than in the year under review. 
Ft og engineering industry covers a Vast 
phe men and women, the large majority 
— om are not qualified engineers, and a 
_ incre which includes all these 
inn, possibly be absorbed without 
of tach th: applied bee the ee 
puns, win ne? 28 locomotives, ships, tanks, 
ey rer etc., as this can probably be 
“sel the nanufacturer’s original quota- 
when applied ° 8 Sn see aie ae 


aaah: (0 a firm such as ours that is 
: = depenient for its success on the price 
nt ‘ts products can be sold to the 


The report was adopted. 


POWER SECURITIES 
CORPORATION 


SATISFACTORY RESULTS 


The thirty-first annual general meeting of 
Power Securities Corporation, Limited, will 
be held on June 30th in London. 


The following is an extract from the state- 
ment by the chairman, Sir Andrew M. 
MacTaggart, circulated with the report and 
accounts : 


I think you will agree that the results are 
satisfactory. The gross profit for the year 
at £628,802 is some £187,000 higher than in 
the previous year. This larger profit has 
been substantially absorbed by the increase 
in depreciation of property and plant, 
approximately {£44,000 over the previous 
year, and the increase in taxation which is 
some {115,000 more than in 1952. 


BALFOUR, BEATTY AND COMPANY 


The Corporation derives its main source 
of income from the engineering and construc- 
tion side of the organisation through Balfour, 
Beatty and Company, Limited, and I am 
pleased to report that the volume of work 
on which our organisation is engaged in this 
country and overseas continues on an in- 
creasing level. The results of the year under 
review are reflected in the accounts and com- 
pare favourably with past achievements. 


During the past year Balfour, Beatty was 
awarded a further contract, by the British 
Electricity Authority, for a major extension 
to the Staythorpe Power Station, and this 
work, together with the completion of the 
first 360,000 kW installation in that station, 
is proceeding satisfactorily. Carmarthen 
Bay Power Station, which is the other major 
Project we have in hand for that Authority 
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continues 10 make good progress. This 
station is a 345,000 kW installation. 


Balfour, Beatty have also in hand about 
2,500 miles of high- and low-tension trans- 
mission lines for the British Electricity 
Authority and the North of Scotland Hydro- 
Electric naaed. On the civil engineering side 
in this country the Woodhead New Tunnel 
was brought to final completion during the 
past year. Various other works have been 
completed and a substantial amount of work 
is still under construction. Overseas we 
have a large volume of work in hand. 


NEW CANADIAN COMPANY 


As the result of a decision by your béard 
to open a branch of Balfour, Beatty im 
Canada, I visited that country in January of 
this year and registered, in Toronto, Balfour, 
Beatty and Compariy (Canada) Limited, with 
a capital of $250,000, which has been fully 
subscribed by Balfour, Beatty and Compariy, 
Limited. At the same time I investigated 
a proposition to acquire an existing Cana- 
dian construction company known as the 
Russell Construction Company, and _ after 
negotiation it was acquired as a subsidiary 
of Balfour, Beatty and Company (Canada) 
Limited on behalf of this Corporation. 


It is my opinion that Canada holds out 
for the people of this country the greatest 
attraction possible for almost every walk of 
life. Our object is to collaborate and 
co-operate with our Canadian friends in the 
great expansion projects which lie ahead. 


While continuing to watch the situation 
closely in those areas in which we have com- 
mitments, we look ahead with confidence. 
Your board of directors, after giving careful 
consideration to all the circumstances, have 
felt justified in recommending an increase in 
the dividend on the ordinary share capital 
of 1 per cent, making 8 per cent for the year, 
which I feel sure will be welcomed. 





PHILLIPS RUBBER SOLES LTD. 


The 27th Annual General Meeting was held in London on 10th June, 1954, 
the Chairman—Mr. Peter Pettit, D.S.0.—presiding. 


THE ACCOUNTS for the year ending 28th February, 1954, showed : 
TRADING Prorit £183,492 (£160,778), to which is added Reserve for Taxation not required 


£8,000, making £191,492. 
APPROPRIATIONS : 

Income Tax and Profits Tax 

Transfers to Reserves 

Dividends (Net) Ses re 

Added to amount carried forward 


£102,500 
30,778 
49,500 
8,714 


£191,492 








In the course of his address to the shareholders, the Chairman drew attention to the 


following points :-— 


@ The total Reserves (including Reserve for Future Taxation) now amount to £502,568. 


@ Sales of puicires Soles and Heels reached a new high record during the year under review 
and the ‘use of pHutuips Stick-a-Soles is now a national habit. 


@ An improved technique developed in the Company’s laboratories to provide even longer 
wearing life has been adopted at substantial increased cost but without increase of prices 


to customers. 


@ Despite continuing difficulties in Export markets owing to restrictions, Export sales 
showed a further slight increase over the previous year. 


@ The currem year has opened on the same note of expansion. 
The Report was adopted and the dividend (15%—making 20% for the year) was 


approved. 
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BANK OF BRITISH WEST AFRICA 


SATISFACTORY PROFIT FIGURES 


LORD HARLECH’S STATEMENT 


The sixtieth annual general meeting of the 
Bank of British West Africa Limited will be 
held on July Ist in London. 


The following is an extract from the circu- 
lated statement by the chairman, the Rt Hon 
Lord Harlech, KG, GCMG. 


SUBSTANTIAL EXPANSION 


The balance sheet and profit and loss 
account are before you. Once again I am 
very happy to be reporting to you satisfac- 
tory profit figures, while the considerable in- 
crease in the total of our balance sheet 1s 
proof of the substantial expansion achieved. 


There has been no change in the capital, 
which stands at £1,200,000. 


A sum of £100,000 has been taken from 
profits and placed in the reserve fund, mak- 
ing the total £1,200,000, equal to the paid-up 
capital. In addition, £75,000 have been taken 
from profits and placed to contingencies. 


Current deposit and other accounts at 
£79,435,310 show an increase of £20,661,533 
by comparison with a year ago. This large 
increase portrays the extent to which the 
business of your bank has expanded in terri- 
tories which are fast developing their trade 
and commerce on modern lines. — Liabilities 
on acceptances, confirmed credits and other 
engagements on behalf of customers, at 
£9,646,440, show an increase of £2,015,849. 


On the opposite side of the balance sheet, 
cash at £6,028,782 is down by £737,382. 
Money at call and _ short notice, at 
£25,825,000, shows a decrease of £1,175,000, 
and bills of exchange, principally Treasury 
bills, at £21,725,643, show an increase of 
£16,249,990, which item reflects the larger 
holdings of customers’ funds. Our liquidity 
is very high : the end of March is the time 
when seasonal requirements of cash are fall- 
ing towards their low point of the year, and 
we have to maintain our resources in such 
form as to be readily available for finance 
of the new crops. 


Investments have been increased to 
£13,826,825, which compares with the some- 
what low figure of £9,537,854 a year ago. 


Loans, advances and other accounts at 
£14,430,720 are higher by £2,135,345. 


DIVIDEND AGAIN 10 PER CENT 


At our meeting last year it gave me 
pleasure to propose the raising of the final 
dividend to make a total of 10 per cent for 
the full year, and I am glad to be able to 
recommend the repetition of a final dividend 
at the rate of 7 per cent which, with the 
interim dividend of 3 per cent paid in 
November, 1953, will again make a total 
of 10 per cent for the year. 


New- branches of the bank have been 
opened at Berekum on the Gold Coast and 
at Ereko Street, Lagos, in Nigeria. We are 
anxious to provide banking facilities as 
widely as possible in the territories we serve, 
but the maintenance of even small offices 
involves heavy annual expense requiring a 
considerable volume of local commercial 
activity to support them. 

Our building programme embracing both 
office premises and residential accommoda- 
tion for the staff proceeds apace. There is 
still much work to be done, but this is 
accepted as a mecessary counterpart to our 
growing business. 


> 


MOVES TOWARDS SELF-GOVERNMENT 


All the West African territories have 
moved yet further towards self-government, 
and ministerial and other high administrative 
office is being accepted with all the responsi- 
bilities that follow. The burden of public 
life is a heavy one and much is required of 
those who have undertaken it to ensure that, 
by sound government, the great and real 
advancement of recent years is continued. 


The introduction of the newly designed 
notes of the West African Currency Board 
has been very well received, and there has 
been a further improvement in the ratio of 
notes to total currency in circulation, 
although the volume of coin is still unfor- 
tunately heavy. The distribution of the new 
notes coupled with the withdrawal of the old 
notes called for detailed organisation by us 
as Agents of the Currency Board, and the 
whole operation has been carried through 
smoothly and satisfactorily. 


Compared with prewar years West Africa 
now enjoys a far higher real income from 
the sale of her agricultural produce and 
minerals, due to the high prices prevailing in 
world markets. As imported materials and 
manufactured goods have become more and 
more freely available so does there appear to 
have been a change in demand, and there is 
a discernible tendency for consumer pur- 
chasing to be spread more evenly throughout 
the year. The building of houses of concrete 
blocks, roofed with corrugated iron or 
asbestos sheeting, is taking the place of 
“ swish ” and palm leaf thatch. It does seem 
that the postwar demand for textiles and 
certain other consumer goods may. have 
become somewhat satiated, and purchasing 
power has very understandably moved 
towards building materials. 


MARKETING BOARDS 


The marketing boards have done much 
to insulate West African economy from the 
worst evils of inflation, and, with the exer- 
cise of due care in the investment of their 
balances, there should be no difficulty in 
continuing to maintain a reasonably stable 
level of internal prices for the produce they 
control. It is to be hoped that when the 
time arrives for the boards to support local 
prices they will be in a position to render to 
West Africa as great a service in sustaining 
local prices as they have rendered in syphon- 
ing off excesses. One of the boards is already 
understood to be drawing moderately on its 
reserves. 


While much public interest in West Africa 
focuses upon political advancement, educa- 
tion and industrialisation, the two basic 
problems which must concurrently receive 
attention are those of raising the volume of 
agricultural and mineral production and of 
improving communications of all kinds. As 
to production, the problem is fully appre- 
ciated at high level, and much has been done 
by various methods in an endeavour to raise 
the volume despite the slowness of results. 
Even a moderate increase inefficiency would 
add enormously to the wealth of West Africa. 
The improvement of communications in its 
various branches makes good progress; in 
such wide areas vast sums have to be spent 
to provide services adequate by modern 
standards, and these make a heavy call upon 
the revenues of newly developing territories. 


It is now sixty years since our bank was. 


established. We can be justly proud of our 
record of progress. 
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W. T. HENLEY’s 
TELEGRAPH WoRKS 


PROGRESS DESPITE DIFFICULTIES 


The seventy-fifth annual gen 


il meeting 
of W. T. Henley’s Telegraph Works Com. 
pany, Limited, was held on June 4th ix 
London. 

Sir John Dalton, AMIEE, FCIs. chair. 
man of the company, in the course of his 
speech, said: The profit from trading 
stands at £1,228,891, which a fall of 
approximately 10 per cent compared with 
that obtained in 1952. The net profit of 
£704,000, added to the balance of unappro- 
priated profit brought forward from 195? of 
£802,000, gives us the total available of 
£1,506,000, an increase of 84 per cent over 
the total available in the previous year 

We have transferred to general reserve 
£400,000, making the amount of the reserve 
now £3,500,000. We have paid the dividend 
on the 4} per cent preference stock, and an 
interim dividend of 24 per cent on the 
ordinary stock, and we propose to pay a final 
dividend of 8 per cent on the ordinary stock, 

Our current assets amount to {8,764,000 
and current liabilities to £1,879,000. If this 


amount is deducted from the current assets 
the net current assets amount to £6,885,000, 
or £273,000 more than the net current assets 
at the end of the previous year. On the 
whole, I think you will agree that the balance 
sheet shows a very strong position and 
enables us to look to the future with confi- 
dence. 

During 1953 there was an improvement in 
the position of our subsidiary, Henley’s Tyre 
and Rubber Company Limited. With regard 
to Henley’s (South Africa) Telegraph Works 
Company, Limited, our business was well 
maintained. 


The year 1953 was difficult for the cable 
industry. Three factors accounted mainly 
for the reduced production of the industry 
as a whole and of your company. Firstly, th 
nationalised industries—and particularly the 
electricity supply industry—continued t 
live on the very large stocks which those 
industries had built up duging the time of 
scarcity, and only recently have there been 
signs of an improvement in their demands. 


Secondly, our principal raw material 
copper, was price-controlled up to the begi- 
ning of August, 1953. Long notice had been 
given of the Government’s intention 
release this control and in consequence cable 
buyers held up orders in the expectation of 
a fall in price. Thirdly, a new British stam- 
dard for rubber and thermoplastic cables was 
introduced which, again, induced buyers © 
live on their stocks and await developments. 


Your company had to face yp to thes 
difficulties, which were not unforescen. We 
extended our range of manufacture so as © 
offer more comprehensive designs of supe 
tension cables and accessories as well as a 
improved type of low-voltage cable. Our 
overseas business amounted to no less thal 
334 per cent of our turnover, an increase Of 
the previous year. We have, in the face ; 
strenuous competition both from home 
overseas, been successful in obtaining “" 
important contracts. Amongst the ee 
contracts received in the current year be 
company has been entrusted wiih the a 
land link of the Atlantic cable which ¥ 
cross Newfoundland. In addition, te ee 
pany recently received a one mujion oe 
contract from the Colombian Governme 
for the Bogota telephone system. 3 

One of the most pleasant features of _ 
annual report to Henley stockholders. ; 
record, once again, the excellent end friend 
spirit which prevails amongst all ranks 0 
large organisation. 

The report and accounts were adopted. 
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BRITISH TIMKEN LIMITED 


NEW £1 MILLION FACTORY BEGUN 
MR JOHN PASCOER’S REVIEW 


Mr John Pascoe, chairman and managing 
director, t+ the annual general meeting of 
British Timken Limited, said : 

.ddress last year I indicated that 


5 aon ver for 1953 might not show an 
sacrenet ver that for 1952, and that our 
arofits were showing a slight decline, but 
Ce nevertheless running at a level which 
we might consider satisfactory. 

For the year under review the group total 


sales were down by over 4 per cent on the 
srevious year, and the profits of the group 
eres : 


before tax and depreciation were £112,100 
down, but as the provision for depreciation 
required £32,904 less, the profit before tax 
and after depreciation was £79,196 less than 
the year 1952. 


Owing, however, to the varied incidence 
of all taxation on the various companies of 
the group, taxation absorbed £115,517 less, 
with the result that the net profit was higher 
than that of 1952 by £36,321, at a figure of 
(540,595. The proportion earned and 
retained in subsidiary companies was £82,180, 
aving the net profit of British Timken 
(458,415 against £438,603 for 1952, an 
increase of £19,812. This increase almost 
equals the increased amount of dividend, after 
tax, we are proposing to pay to ordinary 
shareholders. 

With the small decrease in turnover, and an 
increase in cost of wages and raw materials 
of approximately £170,000 over 1952, I think 
you will agree that our manufacturing effi- 
ciency and productivity has been fully 
maintained, 

For the fourth year in succession, we are 
recommending am increase in the ordinary 
dividend, proposing to pay 8 per cent on the 
2 million ordinary shares, against 10 per cent 
on the 1,200,000 ordinary shares existing at 
the end of 1952. This dividend will absorb 
£88,000 net and after the payment of 
{22,000 to the preference shareholders and 
placing £353,091 to general reserve (bringing 
that reserve to £600,000) we carry forward .o 
1984 accounts £166,703. 


In 1953 Fischer Bearings Company 
Limited declared a special bonus dividend 
of £150,000 free of tax out of its undistsi- 
buted profits at December 31; 1952. This 
operation I mentioned in my review in June, 
1953, In the parent company’s accounts this 
was placed to general reserve. We decided 
lo eave the dividend on loan to our subsi- 
Gary for the development of that company’s 


business, and subsequently we obtained 


Treasury sanction to issue to British Timken 
Limited 150,000 £1 ordinary shares in 
Fischer B 


earings Company Limited, thus 
Xpunging the loan and increasing the capital 
permanently employed in that subsidiary. 

_since December 3], 1953, we have pur- 
wry from the Ministry of Supply the free- 
Pox! of our Duston property previously held 
pn a ‘ong lease ; this will be ‘reflected in our 
Pext accounts by the transfer of approxi- 


ately ng 
nately £498,000 from leasehold to freehold 
TOperties. 


We are proceed: . 
* ate proceeding with our expansion 


ae. ind have commenced the 

a 0 a new factory on a 70-acre free- 

: Bo at “aventry for the production of 
“Teer sizes of tapered roller bearings. 


ital commitments of £550,000 shown 
ss « accounts include a sum of £200,000 for 
mone” “evelopment, which will ultimately 
1 million. expenditure of approximately 

ich will @ very considerable proportion of 
“rt be payable during the present 


_ In addition to the provision of new build- 
ings and equipment we are at all times en- 
gaged in efforts to increase productivity, i.c., 
output per man-hour. The technical staffs 
of our Organisation, our work study, develop- 
ment and research departments, with all the 
very mecessary co-operation, continue to 
achieve gratifying results, as shown by the 
maintenance of our profit figure at a satisfac- 
tory level in the face of a lower turnover and 
increased costs of wages and raw materials, to 
which I have already referred. 


With our accounts we enclosed a copy of 
a series of, articles which have recently 
appeared in The Financial Times. Although 
we were not responsible for these articles, 
with the exception of that written by Mr 
McNicoll, and in fact there are several points 
with which we do not agree, nevertheless we 
thought the general picture it gave of the anti- 
friction bearing industry was of sufficient 


interest to warrant our drawing your attention 
to them. 


Of particular interest is the article on a 
programme of research sponsored at Birm- 
ingham University by us, which records the 
fact that results already obtained have yielded 
a financial return more than covering our 
outlay to date. 


DIRECT EXPORTS — HIGHEST RECORDED 


One feature of the year 1953 was the fact 
that our direct exports reached the highest 
figure ever recorded, being 16 per cent of our 
total output. In addition to these direct ex- 
ports, it must be remembered that a great 
proportion of our ordinary turnover, in our 
estimate at least 60 per cent, goes into the 
export market. 


During the year sales were made to seventy- 
one separate countries, and personal visits to 
over forty of these were made by your 
directors and technical staff with very satis- 
factory results during 1953, which are con- 
tinuing during the present year. In fact, our 
direct exports are now running at a higher 
rate than ever before. 


During the first five months of the current 
year demand has been very well maintained, 
and our output is running at a very satis- 
factory level ; but I should say that our profit 
margins, in face of increased wage and 
material costs and intense competition all over 
the world, are showing a declining tendency. 
However, with our expanding capacity and 
extensive re-equipment, we are now able to 
quote much more satisfactory delivery dates, 
and providing there is no setback in the 
general trade of the country, we have good 
prospects of reaching a greater output than 
during any previous year. 


In industry, whatever the achievements of 
the past have been, we must be ever looking 
forward to the future, and I am confident 
that the loyalty and ability of the members 
of our Organisation, which have served us so 
well in the past, will be equal to the great 
efforts that will be needed to maintain our 
continued progress. 


The report and accounts were adopted. 


The chairman proposed a vote of thanks 
to the staff of British Timken Limited, and 
Fischer Bearings Company Limited. They 
were a fine team who had constantly furthered 
the prestige of the companies in the engineer- 
ing world. A great proportion of them had 
served the companies for twenty years or 
more. This vote was seconded by a share- 
holder and carried unanimously. 
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UNITED BRITISH 
OILHELDS OF TRINIDAD 


INCREASED REVENUE 


The forty-first annual general meeting of 
the United British Ojilfields of Trinida¢ 
Limited was held in London on June 8th, 
Sir Frederick Godber (the. chairman) pre- 
siding. The following is an extract from his 
circulated statement for 1953 : 


The total revenue for the year was 
£9,887,910 compared with £9,291,910 in 
1952. This increase of £596,000 was largely 
due to the improvement in oil prices waich 
took place during the year. The total volume 
sold increased but very slightly. Costs and 
expenses before provision for depreciation, 
depletion and income taxes increased by some 
£1,463,000 


In the Ortoire area, Well BE1, which was 
started in February, 1952, was successfully 
completed in May of that year. Subsequent 
completions later in 1952 and during the first 
part of 1953 established this area as a pro- 
ducing field. At December 31, 1952, the 
information gathered was being studied, but 
as no definite conclusion regarding the area’s 
prospects could then be reached, all expendi- 
ture incurred to that date was capitalised in 
the books of the company. The subsequent 
decision taken in 1953 to classify Ortoire as 
a producing area meant certain adjustments 
to this treatment, including the charging 
agaznst 1953 income of operating expenses 
incurred since July 1, 1952. The effect of 
this in the 1953 profit and loss account was 
to charge some £284,000 for 1952 expendi- 
ture and £782,000 in respect of 1953. 


While the effect of the foregoing is to 
reduce the net profit for 1953, the action 
taken is consistent with the company’s usual 
conservative policy of charging against cur- 
remt revenue all operating expenses incurred 
in obtaining that revenue. 


While we have been able to maintain out- 
put in our long-established fields, we have 
been unable, in these fields, to improve the 
slender ratio of crude oil reserves to produc- 
tion rate.. The discovery of Ortoire was of 
some assistance in this regard, but unless or 
until our production rate can be markedly 
improved, the. heavy strain upon the com- 
pany’s liquid resources will remain. This 
can be seen in the balance sheet where cash 
and Government securities show a decrease 
from £1,207,000 to £361,000. - This reduc- 
tion has continued during the current year 
and it has been necessary to arrange a short- 
term loan. However, forecasts for the 
remainder of the year indicate that cash 
generation will be adequate for requirements 
aS at present foreseen. 


Our efforts must continue largely to be 
devoted to the further development of Ortoire 
and to exploration work, inevitably costly, 
most of which will be in the form of our 
participation in the activities of Trinidad 
Northern Areas Limited. On behalf of that 
company we have already commenced the 
drilling of deviated wells from the shore in 
the Point Fortin area. 


As regards the general problem of replac- 
ing depleted oil reserves in the face of today’s 
high cost of exploration work, we find our- 
selves, with other British oil companies 
operating in Trinidad and elsewhere, con- 
fronted with the competition of companies 
established in countries such as the United 
States and Canada which enjoy special tax 
allowances for this purpose. So long as the 
special needs of the petroleum and mining 
industties for appropriate depletion allow- 
ances are not recognised, companies such as 
ours will find themselves at a disadvantage 
compared with competitors operating under 
tax jurisdictions which do recognise such 
needs. The report was adopted. 
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RIO TINTO COMPANY, LTD. 


DISAPPOINTING RESULT OF SPANISH OPERATIONS 


THE EARL OF BESSBOROUGH’S SPEECH 


The eighty-first annual general meeting of 
Rio Tinto Company, Limited, was held on 
June 10th in London, E.C.2, The Rt Hon 
The Earl of Bessborough, GCMG (the chair- 
man) presiding. 


The chairman, in the course of his speech, 
said : 

The profit carried to appropriation account 
is, as you will have seen, £607,213, as against 
£705,108 for 1952. The main reason for the 
decrease is the reduction in the trading profit 
from our Spanish operations, and I will deal 
with this later. 


Tax authorities remain the preponderant 
participants in profits, and the problem I 
mentioned in my speech last year of how 
British companies, with their current incomes 
so depleted by taxation, are to continue to 
play an adequate part in expleration and 
development overseas seems little nearer 
solution. 


As indicated in the directors’ report, active 
mineral exploration of a long-term nature 
and of a general character is continuing in 
Northern Rhodesia, the Union of South 
Africa and Canada. In practically all these 
cases we have as associates well known min- 
ing houses. In Africa these associates are 
The British South Africa Company, Selection 
Trust and Tanganyika Holdings Limited, 
and in Canada Sogemines, which is the 
Canadian company associated with the 
Belgian Union Miniére. 


Your company has also set up an explora- 
tion organisation to look for uranium in 
Australia with offices at Darwin. We are 
grateful for the assistance and advice which 
have been given us by the Australian authori- 
ties. 

In all the countries I have mentioned 
specific areas are being thoroughly surveyed 
and tested, but field work has only been in 
operation a short time and therefore your 
board has no results of importance to 
announce. It is satisfied, however, that the 
exploration organisation is sound and effi- 
cient and is working in a most economic way. 
You will appreciate that in mining explora- 
tion success cannot be commanded, but we 
are trying to deserve it. 


In Scotland, in association with Siamese 
Tin Syndicate and Bangrin Tin Dredging 





Company, the old lead workings at Wanlock- 
head have been de-watered and the task 
remains of investigating whether or no an 
economic mining proposition exists there. 


TRADING RESULTS 


Turning now to the trading results shown 
in the profit and loss account for the year, 
net return on sales of produce shows a yery 
heavy decline from £1,376,843 to £600,337. 
A less heavy provision for taxes has caused 
expenses also to show a reduction, so that 
the trading balance carried to revenue 
account, whilst considerably reduced, is 
£151,781, as compared with £291,730, and 
this after charging £44,986 for abortive 
expenditure on exploration and development. 


The drop in net return on sales of pro- 
duce in part reflects a contraction in demand 
for pyrites and a reduction in sales from 
943,731 tons to 723,603 tons. 


The situation in this respect has happily 
been restored, and it may be said that sales 
are now improving. But a large factor in the 
decrease of the net return on sales is a further 
rise in costs in Spain without a correspond- 
ing increase in the prices at which sales in 
Spain of the company’s products are fixed, 
or in the rate of exchange for the foreign 
currency for exports, which has to be 
remitted to Spain. The rise in costs is.the 
result partly of the lower tonnage sold and 
partly of increased labour charges. 


COMPLEX SYSTEM OF LABOUR 
REMUNERATION 


Basic rates of wages are fixed by the 
authorities, as well as the social services pay- 
ments which the company has to meet. These 
payments to workmen make a formidable 
list. In fact, the manner in which labour is 
remunerated has become so complex that 
social services payments now exceed basic 
wages. 


Thus, during the period under review, not 
only have basic wage rates been increased, 
involving as such a corresponding increase in 
social payments, but the percentage of basic 
wages which the company has to meet for 
social payments has also greatly increased. 


In these circumstances, your board has for 
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ore to the port of Huelva. 


The sub-station connecting the mines tp 
the Sevillana Electricity Company’s grid has 
been completed and is now in op-ration, and 
about one-quarter of the power used at the 
mines is being taken from that source. This 
has provided the opportunity of modernising 
the company’s own electricity plant and of 
converting the major part of it on to high 
pressure steam. Work on this is expected tg 
be completed within the next two years, 


PYRITES PRODUCTION 


On the pYrites production side a new con. 
centrating plant, in which heavy media 
separation is partly employed, has been con- 
structed to enable old mineral of unsaleable 
grade lying on the heaps to be converted w 
saleable pyrites. This plant is experiencing 
the initial problems inherent in new oper 
tions of this kind, but these are being 
overcome and it will provide useful addi 
tional quantities of pyrites for sale. 

That the Company’s operations ‘in Spaig 
should bring so little profit is disappointing} 
Nevertheless, that operations at the mi 
have proved able to be maintained at a high 
level is an indication of the very gre 
inherent value of the property and a striking 
tribute to the staff and labour there. 


Nevertheless, your board is of the opinio 
that the future holds prospects of improv 
ment in regard to its Spanish business. 

As for last year, the board recommend 
that the dividend on the ordinary shares b¢ 
at the rate of 15 per cent, free of tax, and 
that a bonus of 5 per cent be paid, making 
total payment for the year of 20 per cent, freg 
of tax, on the ordinary shares. 

The report and accounts were adopted an 
the dividend of 15 per cent, free olf tax, am 
bonus of 5 per cent, free of tax, we 
approved. 

The retiring directors, Monsieur Emi 
J. V. Laffon, Mr C. F. Byers, OBE, and Th 
Rt Hon The Earl of Bessborough, GCMG 
were re-elected and the other forma! busine 
having been duly transacted, the proceeding 
terminated with a vote of thanks to the chaif 
man, directors and staff. 


THE UNIVERSITY OF SOUTHAMPTON 


: DEPARTMENT OF ECONOMICS 

Applications are invited for the post of. Lecturer in Statistics. 
Salary within range of £550 rising annually by £50 to £1,100 per 
annum with F.S.S.U. and children’s allowances. Initial placing on 
scale will be subject to experience and qualifications.,—Further 
particulars from the Secretary and Registrar, The University, 
Southampton, to whom applications should be sent not later than 
June 30, 1954. 


SUPERVISOR (woman) ig required in the Statistics Section of 
44 Mars Limited of Slough to be responsible to the Statistician for 
(1) the planning and processing of routine work including the control 
of staff; (2) building up and maintaining an information service on 
economic data. Applicants should be between 25-35-with previous 
experience in at least one of the above fields. It will be an-advantage 
for applicants to have either a degree with an economic or 
mathematical bias or experience of using punched card equipment 
and a working knowledge of a modern language. Salary £520-£624. 
Non-contributory pension scheme.—Applications should be addressed 
to the Recruitment Officer, Mars Limited, Dundee Road, Slough, 
Bucks. This vacancy has been notified in accordance with the 
Notification of Vacancies Order, 1952. 


NHARTERED ACCOUNTANT required to act as Chief Financial 
/ Executive to a major contracting company. Age 30-45. He must 
have a sound knowledge of management accounting techniques and 
be capable of advising the Board on all financial and commercial 
matters in connection with the company’s home and overseas branches 
and subsidiaries. To a man of agreeable personality and outstanding 
peng gas post offers good prospects. Salary £3,000 per annum.— 
KX. 979, : . 


'I\HE Economists’ Bookshop, 11-12 Clement's Inn P London 
&T W.C.2, invites you to submit lists of books on moouamink. Seubeiee 
and Social Sciences, you may wish to sell (periodicals excluded), 





UNIVERSITY OF GLASGOW 


LECTURESHIP IN MODERN ECONOMIC His!ORY 
s AND/OR ECONOMIC DEVELOPMENT ; 
Applications are invited for a Lectureship in Modern Econom 
















History and/or Economic Development tenable from October 1B 
Salary scale: £500 to £1,100, Initial salary according t) «xperien 
and qualifications. F.S.8.U, and family allowance bene‘i' 
Applications (six copies) should be lodged, not later tan June 
1954, with the undersigned. from whom further particulars may" 


obtained. 


ROBT, T. HUTCHESON 
Secretary of Univers 'y Court. 


ATTENTION: BOARDS OF DIRECTORS AND PRINCIPA 


Put your worries on capable shoulders. Executive would welcot 
opportunity to join conmypany with its back to the wal! and steer 
to prosperity. At present holding managerial position of 
importance, fully experienced in complex production and mmerd 
fields, medium and large organisations. Early for'ss. © 
confidence. Box 496. 


NANCE HOUSE expanding its activities requires Pocu''ve 
banking and accounting experience to promo = °xpantd 
Excellent prospects for energetic man, Write fully, s° 72 9% 
cations.—Box 579. 


ECONOMIC DIGEST (monthly) will keep you infor | “i 
important items you are liable to miss in the mod '' 8v% a 
of articies, reports, lectures, memoranda. Free speci: 9 (PY 5 
pleasure.—Economic ‘Research Council, 18 South St... )..ndo™ 


1)°%02 set the information you want about your bus ness. Wi 
experienced commercially—chief accountant—quali!i- {. will : : 
at your convenience, Initial/consultation without charse. 
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